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In the Record 


Vho Produces the Most of What? 


| A rather ambitious decision was made to do a story for 
"he Business Record on our country’s share of the world’s 
utput of important basic commodities. But how was it 
o be done without turning the Record into an almanac? 
Advt.: Tas Conrerence Boarp issues the finest almanac 
if economic facts and figures there is, the 1950 edition of 
hich will be off the press about mid-February.) The 
nethod evolved was a combination of charts and legends— 
md while all the details obviously couldn’t be crammed 
to three and a half pictorial pages, a lot of them are 
here and in easy-to-grasp fashion. Of the twenty com- 
modities treated, our country last year was the leading pro- 
lucer of fifteen, as against only twelve before the war. 
Df the other countries in No. 1 or No. 2 position, the United 
<ingdom, China and the U.S.S.R. turn up the most fre- 
quently. Pictures and text start on page 47. 


Keeping within the Budget—and Which Budget? 


_ There are all kinds of budgets. There is the one Junior 
1as, distinguished by its great size of fifty cents a week. Then 
here is the family budget, which, as sometimes kept by the 
feminine head, is harder to understand than the one a 
aard-bitten controller has to ponder every month in check- 
ng the income-outgo of a vast business. And as in the big 
ousiness, she may keep two budgets—the regular one and 
the cash one. This latter can differ radically from the regu- 
ar budget—by the margin of various extra or special cash 
items carried over from previous months, carried ahead 
mto coming months, by loans from one account to an- 
other, etc. This very difference—on the federal level—be- 
tween the regular and the cash budget looms especially im- 
portant right now, what with the deficit on the cash budget 
slated to drop substantially over the coming year. The 
wherefores and possible effects of this development are ex- 
amined in the article beginning on page 42. 


Confusion about Productivity 


By taking production and man-hour figures as compiled 
respectively by the Federal Reserve and the Bureau of Labor 
Statistics, it can be shown that productivity per man- 
hour has increased in the last couple of years. Yet some 
of the authorities in the field have grave doubts as to 
whether it really has. So the battle of the experts con- 
tinues to be waged and the real answer to the problem 
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probably will not be known until some time in the future— 
and then only if the tools by which productivity is meas- 
ured are refined considerably over what they are at present. 
According to the figures presented in the article beginning 
on page 60, physical output of all factories increased 69% 
from 1939 to 1949, while the number of man-hours of labor 
input rose only 47%. If this is true, production per man- 
hour was 15% higher at the end of the Forties than it was 
at the end of the Thirties. Nearly all this gain came after 
1946. Even so, it was not until 1949 that the increase in 
productivity was large enough to offset the rise in unit 
labor cost—which latter was double what it was in 1939. 
That is, again, if the figures are correct. 


It?s How You Define It! 


Whether the new 75-cent minimum will go to more, fewer 
or the same number of workers than were covered by the 
old minimum wage law depends on how the courts will in- 
terpret the language of the new law. The major changes, 
as written, are discussed in the article on page 66. 


Directors Now Get Paid 


This is the time of the year when stockholders of many 
companies are electing their boards of directors for the 
coming year. The financial pages of the big newspapers are 
full of pictures and news of newly elected directors. Their 
remuneration and the scope of their duties and functions 
are matters of immediate concern to the boards themselves 
and to the managements of the companies affected. As wit- 
ness is the following request received the other day by THE 
ConrerENcE Boarp from the executive vice president of 
a large industrial company: 

“|. . will you kindly advise me promptly . . . as 
to the amount generally paid to outside directors. We 
would like to have this information . . before our 
next board meeting... .” 

How directors are elected, the preferred size of boards, 
payments to directors, standing committees, the propor- 
tion of inside to outside directors—these are among the 
practices reviewed in “More Pay for Directors,’ which 
starts on page 51. Excerpts from executives’ replies begin 
on page 80. 

(Currently, directors’ functions are being surveyed. A 
summary of the findings will appear in the March issue of 
The Business Record.) 
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Business Highlights: 
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Cash Budget Down—What Then? 


HE NEW YEAR’S usual spate of Presidential 
messages on the state of the union, on the 
economic report, and on the budget found business 
riding the crest of its recovery from the recession 
and the strikes of 1949. 
For the short run, business is following trends that 
already were clear at the end of last autumn: 


eSteel mills are operating almost at capacity, because 
nine million tons of ingots were lost in the strike. 

eAuto assemblies are rolling at a record pace, because 
sales held up unusually well right through the autumn 
and winter seasons of model change-over, draining off 
dealers’ stocks. 

eHomebuilders and their suppliers are busy complet- 
ing the record number of more than a quarter million 
houses started in the last quarter of 1949. 

eMachinery makers are stepping up activity slightly, 
following the pickup in new orders early last autumn and 
the further flurry in business at the year end. 

eNondurable goods industries—textiles, apparel, paper 
and board, etc.—are sustaining the high production they 
reached last autumn which, in part through a late Christ- 
mas rush, has been largely sold off to ultimate consumers 
instead of into business inventories. 


Rounding out the picture of the business recov- 
ery, jobs, income, and retail sales have been on the 
rise, prices of a good many industrial products have 
firmed or increased (notably steel, of course), and 
stock and bond quotations have been advancing 
steadily and substantially for some months. 

This was the setting—one of rising business before 
the autumn elections—for the President’s messages. 
Accordingly, they appeared to contain few new 
shocks for business and even had some kind words 
for business investment. Observations on that theme 
have already been widely made. 

Most attention has been called to the token cut in 
the federal budget for the fiscal year 1951 (starting 
next July 1). But what has gone unnoted is the much 


greater drop scheduled in the much more important | 


cash deficit of the government. 

The regular budget calls for a trimming of less 
than half a billion dollars in the federal deficit from 
fiscal year 1950 to fiscal year 1951. Actually, the 
total cash deficit is slated to drop by almost $5 billion 
annually from the current half year to the first six 
months of 1951. That drop may yet prove very 
significant to business in the coming year. Moreover, 
the coming decline may be felt by the economy in- 
directly, long before the actual event. 


Right now, with insurance dividend checks going 
out to millions of veterans, the cash deficit of th 
government with the public is at its peak. That peal 
culminates a two-year trend of declining revenue: 
and rising expenditures. A total governmental casl 
surplus of $12 billion a year in the first half of 194é 
has been steadily transformed into a cash defici 
at the rate of some $6 billion for the first half o 
1950. Altogether, in other words, government’s cask 
transactions with.the public have been altered by 
nearly $20 billion a year over the past two years. 

From now on, that deficit in the cash budget is dui 
to flatten out and then to decline. In the first hal 
of next year it may virtually disappear, to a rate o 
$1 billion or $2 billion a year. 

Instead of the continual injections of new pur 
chasing power into the economy of the past two years 
therefore, business has to look forward to a reductiot1 
in the cash that government has been spending it 
excess of its revenues. 

The significance of this point has gone largely un 
noted because the cash budget differs from the well 
publicized regular budget on several counts. For ex 
ample, this year’s $2.8 billion insurance dividend t 
veterans does not appear in the regular budget. More 
over, the surplus of revenues over currently paic 
benefits in the social security program is listed sepa 
rately; according to the regular budget, the govern 
ment “sells” bonds to the social security trust func 
in return for this cash. There are a variety of othe 
differences. Moreover, even the cash budget of th 
Federal Government must be consolidated with ont 
for state and local governments, because of the vary 
ing federal grants to the states, as for highways. Bu 
the consolidated government cash budget presents § 
far truer picture than the regular budget of wha’ 
government actually receives from and pays to th 
public. 

WHITTLING AWAY THE DEFICIT 


Several factors combine to shape the schedules 
downtrend in the cash deficit. One is that almos 
all the veterans’ dividend will be paid in the curren: 
half year, and will not immediately recur. Anothe 
is the effect of the recommended expansion of socia 
security programs, along the lines of a bill over 
whelmingly passed by the House last year but no 
acted on by the Senate. For in extending coverage 
as well as in raising tax rates and benefits, the initia 
effect is to boost receipts much more than outlays 

Aside from these key cash items, there are th 
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changes in the regular budget itself. An over-all de- 
cline of nearly $1 billion in recommended outlays is 
the net outcome of several influences. 

_ e The economy drive has by now generated wide 
support for a number of savings that were often 
previously recommended and are now incorporated 
-in the budget. These are largely matters which 
transcend differences over policy, foreign or domes- 
tic. They include elimination of waste in the na- 
tional defense establishment; reduction of the post- 
office deficit by an increase in postal rates; tighten- 
ing up on aids for vocational training and similar vet- 
erans’ benefits, and so on. 

_ In setting policy on national defense and foreign 
aid, the budget implicitly accepts a reduction of our 
effort in the cold war. The largest single budget cut, 
of over $1 billion, is posted in the item for foreign 
aid. And while outlays for national defense are slated 
to rise, they are kept well below the ceiling set last 
year. 

eIn its policy on domestic welfare, the budget 
| calls for substantial increases, totaling perhaps over 
|| $1 billion, in outlays for health, housing, highways, 
| education, public relief, and the like. 

Finally, a similar brake is being applied to state 
and local finances. Until 1948, revenues were ade- 
quate to cover the expansion in spending from war- 
curtailed levels. But since then the states and lo- 
calities have outrun their revenue resources. Cash 


Cash receipts are due to rise 


1947 1948 


1948 1949 1950 


_ Note: Estimates for 1950 and 1951 based on President’s regular and cash budgets, 
aing recommended increases in Social Security revenues, coverage, benefits. 
ans’ insurance dividends in first and second halves of 1950 included in actual 
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deficits mounted to a rate of nearly $1.5 billion last 
year, but have since been stabilized. Certain expendi- 
ture needs, as for state bonuses to veterans, have de- 
clined. And many governments this year are pre- 
senting budgets which call for no change in outlays. 

It is plain from all this that a variety of forces 
are working toward a reduction in the over-all gov- 
ernment cash deficit. Hence it would require an 
unusual combination of actions and events to halt 
that prospective decline. For example, if Congress 
may not accept a limited defense budget, neither 
may it accede to all welfare requests. Or, if it puts 
off action on some budget savings before elections, 
it may thereby only postpone the decline. Perhaps 
the only possibility that could radically upset the 
projections of the cash budget is some dramatic 
change in the foreign situation. 

Most of the direct effect of the decline in the 
deficit is likely to be felt a year from now rather 
than sooner. Any changes legislated in social se- 
curity revenues and benefits may take effect next 
January, for example. Too, the budgeted decline 
in regular outlays is scheduled to be much greater 
in the second part of the fiscal year. (Governments, in 
any case, have a way of concentrating payments be- 
fore, and deferring savings until after, elections.) 
Even part of the veterans’ dividends being paid in 
the current half year will not be spent until the sec- 
ond half (see “How Will Veterans Spend the Money?” 
in the January Business Record) . 


TURN-AROUND SLATED FOR GOVERNMENT FINANCES 


Consolidated Cash Budget of Federal, State and Local Governments, Semi-Annual Data, Seasonally 
| Adjusted at Annual Rates, Billions of Dollars 


Cash payments are due to ease 


So cash deficit should shrink 


0 
1949 1950 195! 1947 1948 1949 1950 1951 


Sources: Council of Economie Advisers; Taz CONFERENCE BoarpD 


size, as nonrecurring expenditure, instead of being doubled, to arrive at annual rates. 
Estimates also based on projections of state and local government budgets in line 
with recent trends. 
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What, then, might be the effects of such a decline 
in the cash deficit? (1) In an immediate, if temporary, 
way it would be deflationary just as increases in 
deficits are inflationary. It would remove some of 
the direct stimulus to purchasing power and consump- 
tion now owing to the deficit. 

(2) Yet the deficit itself may be an indirect, and 
perhaps overbalancing, restraint on private invest- 
ment; a decline in the deficit could prove a stimulus 
on this count. 

Well before the end of the year, however, the econ- 
omy may begin to respond to the anticipated shift in 
federal finances. 

Specifically, a drop in its deficit should lessen gov- 
ernment’s needs for new funds, and so reduce the de- 
mand for money and the interest on it. That should 
reinforce the recent uptrend in bond prices—and 
accordingly should encourage capital flotations and 
business capital outlays. 

A drop in the deficit a year from now similarly 
might augur some softening in retail sales then. In 
anticipation of that, some lines of business might tend 
to adopt a slightly tighter inventory policy in the 
second half of this year. 

However, neither theory nor experience provides a 
full guide to the effects of changes in government 
finances. Both capital outlays and retail sales can be 
much more strongly affected by a host of other 
factors. For example, from the first to the second 
half of 1948, after the tax cut, government’s cash 
surplus dropped from a rate of $12 billion to one of 
$3 billion a year. Despite the injection of purchas- 
ing power, business suffered a mild recession. The 
recession helped transform the surplus into a deficit 
of $2 billion annually in the first half of 1949. After- 
wards, business recovered. Did the first injection of 
purchasing power cause the recession? Did the sec- 
ond bring on recovery? 

What is significant about the sort of shift in fed- 
eral finances now in prospect is that in its course 
it might sharply accentuate business trends that were 
otherwise developing. Hence it is worth recognizing 
well in advance. 


WILL CAPITAL OUTLAYS PICK UP? 


Not only the projected decline in cash deficit, but 
also the President’s economic report, focuses on the 
theme of a “rising volume of business investment 
consistent with an expanding economy.” 

First indications for 1950, from the McGraw-Hill 
survey of industry’s plans for capital expenditures, 
indicate a 13% decline in outlays below those for 
1949. That goes further to suggest that, on a sea- 
sonally adjusted basis, the decline in spending for 
new plant and equipment has come to a halt. (See 
January Business Record, pp. 8 and 9.) For if 
outlays continued all year at the adjusted level 


reached in both the last and current quarters, outlays 
by all business would be off a tenth for the year 
And the McGraw-Hill survey does not include com- 
mercial business outlays, which may hold up well 
in the wake of the homebuilding boom. 

Again, the shift from expansion to modernization 
is worth noting. Manufacturers—who account fo1 
40% of the capital spending total—will put only a 
third of their expenditures into expansion this yeal 
as against one half last year. So over-all capacity 
should expand about 3%, as against 57% in 1949. 

By now, industry capacity generally is adequate 
though not by large margins. Total manufacturing 
output is running close to 190% of 1935-1939 right 
now. That is 5% or so below the postwar peaks. I 
is 10% or so below the combined postwar peaks of 
the main individual manufacturing subgroups (which 
was 212% of prewar). What is more, the over-all 
production peak of just over twice the prewar average 
reached late in 1948 was closely approached early im 
1947. And in the three years since then, manufac- 
turers have expanded over-all capacity by at least 
15% and perhaps 20%. Not all this constitutes a 
reserve margin of excess capacity in a competitive 
market economy, however; many firms earlier were 
operating at uneconomically high rates of capacity, 
under the pressure of inflationary demand. 


Recent Production vs. Postwar Peaks 
Index Numbers, 1935-1939 = 100 

Sources: Federal Reserve; Tok ConFrERENCE Boarp 

MACHINERY (LoS. OMY cleLLLA?® 
226 

CHEMICALS emmy? 
IRON AND LLMLLUULLLLLLLLLLLLLL LULL 
AUTOMOBILES LLLLALALU LULA LLL 230 
STONE, CLAY, 219 
TEXTILES 179 


73 


enune on QZ 
raven § LZ 
wnwurnes ZZ 


DLL gecccddddddéiiii 
16 
162 


PRINTING 


COAL ae 


umacr § LZ 


14 


DURABLE 


TERIA A/MMMM|M|MM000000100024 5) 


MANUFAC- 

TUR 207 
NoNDURABLE U7 

TURES 179 


ALL MANU: WHLMMMMMMMM#Z@|"/"!"/|!//M@/!1"|'|!"!' HMMtb0WHhttao 5. 
192 


INDUSTRIAL QYYKYIMLLacacac&cUaKCCAA AAS 


183 
AVERAGES, 4TH QUARTER, 1949 TAKEN INSTEAD OF HIGH, BECAUSE OF STRIKES 


ebruary, 1950 


‘consumer Credit: Totals Rise But Types Change 
Billions of Dollars Outstanding, End of Month 
Source: Federal Reserve 
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_ Manufacturing firms rely almost entirely on inter- 
ial sources for expansion—depreciation reserves and 
indistributed profits. Now the urgency of expansion 
reeds has so much abated that an overwhelming pro- 
ortion indicate that they would not increase their 
nvestment programs this year even if they could sell 
1ew common stock at prices one half higher than 
hose prevailing toward the close of last year. That is 
vhat manufacturers reported to McGraw-Hill. 

Thus, while manufacturing capacity now is not 
o large that it would not require expansion if a 
1ew boom in demand developed from some source, 
.either do the normally likely needs for expansion 
ffer much prospect of great acceleration in capital 
utlays. 

There remain, of course, great tasks of moderniz- 
tion and great opportunities in the promotion of 
mproved productivity at today’s increased and ris- 
ng labor costs. But perhaps an increasing reliance 
nust grow—for capital outlays to remain high and 
ise—on investments in new industries, new products, 
lew processes. In short, with most of the need met 
or more capacity to make old products in old ways, 
ind the need being met for more capacity to make 
ld products in better ways, the focus turns on the 
levelopment of needs for new capacity to make new 
yroducts in new ways. 

In other main lines of industry outside manufac- 
uring, much of the same sort of story can be told. 

e Railroad capital outlays are slated to drop sharply 
his year, by almost one half. The roads have re- 
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placed about a sixth of their freight cars since the 
end of the war and they took delivery on a com- 
parable number between the war’s start and its end. 
With these cars capable of greater loads and faster 
turn-arounds, and with freight traffic off appreciably 
from its postwar peaks, freight-car capacity is gen- 
erally adequate. 

e Electric utilities will add almost as much new 
generating and distribution capacity as in 1949. But 
capacity last year and this year is growing well over 
10% annually. Last year, demand rose less than 5%, 
and the capacity reserve over noncoincident peak 
loads went up from 5% or 6% to 11% or 12%. A 
comparably moderate increase in power demand this 
year would put the utilities over the hump of their 
capacity needs at the end of 1950, raising reserve 
margins to an adequate 15% to 20%. A slower ad- 
vance in demand would appear surely to suggest small 
expansions in 1951. But a quickened growth could 
maintain expansion prospects at least another year. 

It is against this background of capacity needs and 
declining cash deficit that the President’s over-all 
economic goal for 1950 must be viewed. It calls for a 
7% growth in economic output over 1949. The trend 
toward a slackening labor market underlies this fig- 
ure. 

Unemployment increased during 1949 by 1.5 mil- 
lion to a total of 3.5 million (and part-time work in- 
creased, too). A growth in the labor force and a dip 
in employment were about equally responsible. In the 
coming year, continuing growth in the labor force and 
in productivity might ordinarily be expected to add a 
comparable increase to the total of idle, if over-all 
output should not rise. Then the jobless figure would 
approach, if not pass, the “trigger” level of five mil- 
lion, which the American Federation of Labor has 
forecast for late 1950, and at which point pressure 
for public action might be expected to increase. Hence 
the goal for expanding over-all output—which can 
hardly be fixed precisely at 5% or 7%. 


CONSUMER DURABLES AND CREDIT 


Further assistance toward the goal of rising total 
output, in a climate of declining government deficit, 
might be lent by the consumer durable goods, as well 
as industry’s capital goods. 

Trends toward lower interest rates, for example, are 
beginning to have some effects on the mortgage mar- 
ket for new housing. Lower charges, and lower down 
payments accordingly tend to stimulate home buy- 
ing and homebuilding. This trend in the money mar- 
kets may go a long way toward the same purpose 
as present artificial governmental props to the mort- 
gage and housing markets. One of the chief troubles 
with such federal devices is that they erect an un- 
healthy umbrella over housing costs and prices which 
perhaps cannot be supported in the long run. 
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Cheaper money—which is the current trend—may 
even affect consumer credit. In the past year, the 
total of outstanding loans to consumers has expand- 
ed by about the same amount as in 1948 and 1947— 
if anything, by less. But automobile instalment credit 
has been the main factor in the past year. It went 
up by more than one half, over $1 billion, or almost 
half the gain in total credit. In 1947 and 1948, when 
automobile credit was climbing more slowly, other 
forms of credit were advancing more rapidly. 

Thus the rapid jump in automobile sale credit has 
not meant a major boost in the credit base of over- 
all retail sales. It has reflected an increasing shift 
from a cash to a credit market for automobiles. That 
is in line with the shift in the automobile market 
itself toward replacement of old cars rather than 
adding so many new ones on the road. 

Tapping the replacement market calls for more 
sales of new and old cars to lower income groups 


who use credit most. In theory, when the mark 
shift is completed, car sale credit could stop ri 
ing so rapidly, and yet car sales might hold wy 
Hence the acceleration in automobile instalmer 
credit is not yet quite the danger signal it migl 
be in more normal times. Still, the very shift that 
reflects, toward replacement as the base of the ce 
market, itself suggests the possibility of the fadin 
of the auto boom, in terms of physical needs for car 

In recent months, however, use of consumer cred 
other than for car sales has been rising again, pe 
haps in part as veterans have anticipated receiy 
of their dividends. Over-all trends toward lower i 
terest charges may yet effect a further easing i 


‘terms for various forms of consumer credit. And the 


might have the effect of opening additional market 
for the consumer durable goods. 


Sanrorp §. Parker 
Division of Business Economics 


Slight Rise in Consumers’ Prices 


HE CONFERENCE Boarp’s cost of living index 
A beens only a fractional change in November. 
It stood at 160.3, increasing one tenth of one per cent 
over a month earlier. The advance in the over-all 
index can be traced to increases in fuel (0.5%) and 
sundries (0.1%). The increase in fuel was caused 
by higher coal prices, and a slight rise in electricity 
and gas (0.1%). 


Warm weather this fall, particularly in October, © 


held demand for heating oils lower than had been 
anticipated in the oil industry. The increase of 0.1% 
in sundries was due to the annual pricing of motion 
pictures, and was offset in part by a decrease in clean- 
ing materials. 

For the first time since August, 1935, the food 
component showed no measurable change. The only 
appreciable increases were in prices of rib roasts, 
butter, green beans, lettuce, onions, coffee, flour and 
bananas. These were offset by decreases in pork, 
lard, eggs, sweet potatoes, dried beans, canned corn, 


and oranges. The Department of Agriculture re- 


cently forecast that production of pork in 1950 may 
be 7% to 10% greater than in 1949. More meat at 
moderately lower prices is in prospect for this year, 
according to that department. 

The clothing and housefurnishings components con- 
tinued their downward trend, both decreasing 0.1%. 
Except for September, when women’s clothing showed 
a 0.5% increase, prices of both men’s and women’s 
clothing steadily declined throughout 1949. House- 
furnishings also followed a downward trend. 


INDEX DOWN IN DECEMBER 


Preliminary data for December, 1949, indicate that 
the consumers’ price index declined 0.7%, bringing 
the index down to 159.2. The decrease of 1.5% in 
food was the major cause for the decline. 

The estimated index figures for December, 1949, 
are: food, 201.0 (down 1.5%); clothing, 143.5 (down 
0.2%); fuel, 130.0 (up 0.4%); housefurnishings, 147.6 
(up 0.3%); sundries, 154.5 (down 0.1%). Housing 
was not surveyed in December. 


Preliminary figures are based on complete statistics 
for a number of selected cities. 


Of the sixty-one cities surveyed in November 
twenty-two showed increases, two showed no changs 
and thirty-seven registered declines. The largest in 
crease occurred in New Orleans (1.2%), while Maco 
and Richmond recorded the sharpest declines—bot 
0.9%. 

Over the year, only two cities had over-all in 
creases: Dallas (2.3%) and Milwaukee (0.2%) . Gree 
Bay showed no change. The remaining 58 cities ha 
decreases ranging from 0.1% in International Fall 
to 4.1% in Lansing. 

The purchasing value of the dollar remained ur 
changed (62.4 cents) from the previous month, bu 
it was worth 1.3 cents more than in November, 194¢ 


SuirtEy Fass 
Statistical Division 


MEAT—The U. S. remains 
ithe largest producer of 
beef, veal, and pork. In 
Jamb, a drop in our sheep 
‘numbers has brought Aus- 
tralia, New Zealand and 
‘Argentina close to U. S. 
output. The U.S.S.R. was 
first in lamb before the war 
and second in other cate- 
igories, but her postwar 
production is not known. 


SUGAR—India is the larg- 
est sugar producer, but of 
gur, a low-grade sugar. 
Cuban cane tonnage was 
almost as large as India’s 
1949. Our output (beet 
plus cane) is third. Out- 


co, Australia, gur in Pak- 
istan, and beet in Ger- 
many is also important. 


OTATOES—The Soviet 
Union is the principal 
potato producer, with about 
third of world output. 

ermany (both _ sectors) 
and Poland each grow 
about 15%. Europe’s de- 
endence on potatoes is 
hown by its 90% share 
including the U-S.S.R.) 
of world crops. U. S. is 
{the largest producer of 
potatoes outside this area. 


CE—Asia still produces 
lose to 95% of all rice, 
spite the drop in China’s 
op (world’s largest), and 
of Burma, Indo- 
na and Korea. India 
ranks next to China. Brazil 
the U. S. are most 
important outside Asia. 


are based on 1949 output data. 
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World Commodity Output and the U. S. Share 


Here is a comparison of the world’s prewar and 1949 production of twelve important agricul- 
tural and eight important nonagricultural commodities. The United States share is given in each 
chart. Basic commodities which the United States does not produce at all are not shown. Rankings 
Figures for agricultural commodities for 1949 are preliminary. 


CORN—U. S. corn output 
has increased 146% over pre- 
war, and its share of world 
output has risen from 49% 
to 59%. This rise suffi- 
ciently counteracted de- 
clining or relatively stable 
crops elsewhere to raise the 
world total 20%. Chima is 
now second largest to the 
United States. Europe has 
dropped to 12% of out put. 


OATS—Prewar Europe (ex- 
cluding the U.S.S.R.) pro- 
duced 600 million more 
bushels of oats than the 
U. S. The subsequent rise 
in the United States crop 
and the fall in Europe has 
now placed them on about 
equal footing. The U.S.S.R. 
is the second largest pro- 
ducer. Canada is third. 


WHEAT—U. S. wheat har- 
vests have risen about 50% 
since before the war, and 
have pushed us to first place 
ahead of the U.S.S.R. The 
Soviet and European crops 
are now close to prewar 
size. China’s 825 million 
bushels in 1949 make her 
the third largest producer. 
Other important producers 
are France, Italy, India, 
Argentina and Australia. 


BARLEY—Leadership fluc- 
tuates between three na- 
tions. China and the 
U.S.S.R. had virtually the 
same 1949 production. 
China led in 1947 and 1948; 
the U. S. led on a 1940-1944 
average basis; the U.S.S.R. 
in 1935-1939 averages. A 
crop of more than 300 mil- 
lion bushels now places 
a nation near the top. 


Note: All quantities in millions of bushels; except meat, which is in millions of pounds and sugar, in thousands of short tons 
Source: Department of Agriculture 
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1937 (In Percentages) 1949 (first half; annual rates) 
256,440=100% 430,020 =100% 
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PETROLEUM—World crude petroleum output has 
jumped 68% since 1937. Although our output rose 
43%, our world share dropped because other countries 
(including areas with U. S. ownership), have increased 
faster. Venezuela pushed up 130%, and non-Soviet 
Iranian fields have risen 159%. Saudi Arabia and 
Kuwait follow the above in importance. Percentage 
increases over prewar lose meaning in their cases, since 
these countries had almost no production then. 
Mexico is next in significance in world oilfoutput. 


VENEZUELA 
10.87 


a6, 
eceeate 


ne 

ox 
x 

oe 
oe 


<S 
‘es 


o 


S 


o 
<> 
> 


ike 


se 
ese, 
S69 


ros 


oe 
o 
tote 
<> 
< 
<> 
<> 
x 
o 
oe 
oe 
o 


SS 


3 
> 


<5 
5 


$5 


< 


o 
x 


es 
eS 
sesecene 


<8 
8 

% 
OO 
ses 


o 


en 


ne 


res 


} 
oe 


o 


<> 
io 


ae 

vee 
5 

5 


o, 
x 
S 


o, 
So 


“os 
x 


ries 
<S 


x5 


oS 
eae 
SxS 
es 
S 


OSS 
CRD 
oatete 
soneees, 
neat 
one 
ras 


ie, 
one 


ses 
es 


xe 


> 


RA YON—Rayon production is rising in almost every 
nation. World production in 1948 was up 36% over 
1937, as a result of doubling and tripling of output in 
several countries. A 229% rise in our country makes 
us the world leader, a jump from third place in 
1937. The 1948 world total was not so large as other- 
wise, mostly because Japan, formerly first, produced 
13 % of her 1937 output in 1948, and Germany and Italy 
were still below par. The United Kingdom’s 1948 pro- 
duction was almost as large as Germany’s that year. 
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COAL—Our coal production is now slightly higher 
than in 1937. In 1944 it was 37% higher. So our share 
of world production remains about the same at pres- 
ent as in 1937. The U. K. is still second in world rank, 
but has lost ground. The other most important 
nations are on the European continent, where Ger- 
many (Bizone) is the leader. Poland, with her Silesian 
acquisitions, is next in importance. France, which 
added the Saar, with its large mines, follows in rank. 
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CEMENT—A 68 % jump in domestic cement production 
over 1937 raised our share of world output from 27% 
to 33%. World output rose 35%. The U. K. remained 
second to the U. S., but with a slightly smaller share 
of the world total. Germany ranks next (Bizone only) | 
and has about reached her prewar level. France, whose 
production is about 80% above 1937, is fairly close 
behind. Canada, Poland, Sweden and the Union of 
South Africa have also increased output. Japan’s 
production is down by over half what it was prewar. 


©paTA, EXCEPT FOR UNITED STATES, AND UNITED KINGDOM, INCLUDE LIGNITE AND BROWN COAL 
® EXCLUDING U.S.S.R. *ALL ZONES ki940 


Note: Data exclude U.S.S.R., except for rayon. All quantities in thousands of metric tons, except rayon, which is in millions of pounds 
Sources: Statistical Office of the U. N.; Rayon Organon 
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In Percent: 
1937 ¢ mee) 


117,360=100% 
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STEEL—World steel output (ingots and castings) is 
now 26% above 1937. The U. S. produces more than 
half, compared with 44% in 1937. Since production 
in the U. K. increased less than the world total, that 
country’s share is slightly smaller although still sec- 
ond in ranking. Germany (Bizone only) was second 
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output. Japanese output, too, is about half as large as 
before. French production is greater than prewar. 
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ZINC—The U. S. share of zine output has risen from 
31% to 42% since 1937, for production rose more than 
50%. Canada, whose output leaped 43%, remains in 
second place. Mexico is third. These three Western 
Hemisphere nations account for about 60% of world 
production. Belgium leads outside this hemisphere. 
Germany (Bizone only) ranks fifth, and is now close 
to her prewar output. Australia, Italy, Poland, Japan, 
Northern Rhodesia, Spain, Bolivia also mime zinc. 


2,352=100% 
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COPPER—Although our copper production is drop- 
Ping back to 1937 levels, we still lead the world. Our 
share of the total has declined 4%. Chile has about 
maintained prewar production and remains second. 
Northern Rhodesia has displaced Canada from third 
ranking as a result of a 27% increase in output. Fol- 
lowing Canada come Belgium and Germany (Bizone), 
output of which is nearing prewar levels. Japan and 
Mexico are two other significant producers of copper. 


recere 


SKE 
SRK 
sevecerececereceet 


SSNS 
BSE 
OK 


ee 
se 


<> 
ox 
Sx 


oS 
< 
ves 


nos 
<> 


von 
re 


<5 
a 
e 


ron 
ves 


os 
*, 


ron 
<> 


se 
ne 


fe 


RS 


SO 


LEAD—The world’s output of lead is still about 6% 
under the 1937 totals. Our production has risen, and 
we remain the most important producer. Mexico and 
Australia are next in importance—the lead between 
them shifting from time to time. Canada follows in 
the production of this metal. Bizone Germany is the 
most significant producer in Europe, leading Belgium 
in this respect. Northern Rhodesian output, while 
still minor, has expanded enormously since the war. 
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Note: Data exclude U.S.S.R. All quantities in thousands of metric tons 
Source: Statistical Office of the U.N. 


1949 (first half; annual rates) 
148,440=100% 
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1935-39 average 
31,676 =100% 


1949 
30,988=100% 


OTHER 


INDIA UNITED STATES 


COTTON—Our share of cotton 
production has jumped from 40% 
to over 50%. India-Pakistan and 
the U.S.S.R., which rank next, 
haye not regained prewar levels. 
Neither has China, fourth largest. 


3,930=100% * 


AUSTRALIA 
WOOL—Our country has slipped 


from second to fourth place. Aus- 
tralia remains the leader. Argen- 
tina and New Zealand also best 
the U. S. Australia and New Zea- 
land together raise 38% of total. 


TOBACCO—Tobacco output is ris- 
ing substantially on four conti- 
nents. In Europe, there has been 
od only a small increase, and Asian 
Oo oc production has declined. The 

SERS U. S., the largest producer, has 
raised its prewar lead over China. 
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FATS AND OILS—Total fats and 
oil production is almost back to 
prewar levels, with a 57 % increase 
in U.S. production, a decline of 
24% in Europe. Asia ranks first. 
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Note: Quantities—cotton in thousands of bales; wool and tobacco in millions of pounds; fats and oils in thousands of net tons 
Sources: Department of Agriculture; Food and Agriculture Organization of the U. N. 


Economic Notes 


Telling the Customer Where To Buy 


“But there is a universal complaint about the buyer’s 
complete lack of control over the quality of material or 
product he receives. He takes what the government tells 
him he can have, or else he goes without. A glass manu- 
facturer may prefer to get his sand from Holland or Belgium. 
These are the grades best suited to his product and to his 
manufacturing processes, but he must use instead the sand 
from relatively remote deposits in Scotland, inferior in 
quality and higher in cost. Since this keeps trade within 
the Empire, there is some logic in the decree. It is harder 
to understand why the buyer who has for years been get- 
ting a satisfactory coal from the Littleton Colliery is sud- 
denly told that hell have to use Holly Berk, which isn’t 
so well adapted to his boiler equipment and involves a longer 
haul; but that’s a part of government planning and control 
too. Even less understandable is the bulk buyers’ decision 
to purchase and furnish certain grades of pulp and chemicals 
and timber and other products that are not according to 
the specification, while grades that are wanted and asked 
for are simply not made available. If government under- 
takes a service function like purchasing, the first rule for 
satisfactory service—as in any other purchasing department 
—should be to adapt the purchase to the need. 


“This cavalier disregard for quality has infiltrated the 
whole structure of supply. All along the line, buyers re- 
ported a growing carelessness in regard to quality. Take 
it or leave it is the new selling philosophy. With the assur- 
ance of obtaining the fixed price for their wares, the incen- 
tive to excel has disappeared. 

“And in buying from the government, the buyer has no 
recourse. The contract of the Raw Cotton Commission, 
alone among all the state buying-selling agencies, affords 
adequate protection to the buyer in the event of dissatis- 
faction. On other commodities, there is no provision for 
the arbitration of a difference of opinion, and no other place 
to go. 

“There is no longer any motivation for the development 
of good vendor relations, for in addition to the monopolistic 
features of doing business with a governmental bureau, the 
human or personal element has been eliminated. The buyer 
is no longer a customer, having a common interest with the 
seller in consummating a mutually satisfactory transaction 
and building a lasting relationship for future business; he is 
a number on a purchase license application, and every de- 
cision is made mechanically according to the book of rules, 
which the government has written.”—Source: Stuart F. 
Heinritz, “How Bureaucrats Bungled Britain’s Buying,” 
Report on Britain 2, Purchasing, January, 1950. 
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Survey of Business Practices 


More Pay for Directors 


IRECTORS’ compensation has increased since 

before the war in two out of three of the 235 
manufacturing companies cooperating in this month’s 
survey of business practices. In most cases, the in- 
crease has been in fees, although in several instances 
they have remained unchanged, but have been supple- 
mented by an annual retainer. This latter practice 
seems to be growing in popularity. In general, trav- 
eling allowances of directors have been liberalized. 
In a few cases, these expenses are being paid for the 
first time. 


COMPENSATION 


The most common directors’ fees are $50 and $100. 
A third of the reporting corporations pay the smaller 
fee and-a third the larger. Although the $20 gold 
piece is no longer used, the $20 bill has been substi- 
tuted by approximately a quarter of the companies. 
With the others, fees range from $10 to $500. In 
several instances, companies report that they have 
only recently started to remunerate their directors. 
Unpaid directors are becoming increasingly rare. 

Only two companies report using the Tontine sys- 
tem. This is an arrangement under which a fixed 
amount is appropriated for each board meeting—the 
total being divided among those who attend. 


Annual Salaries and Expenses 


There has been a trend during the postwar years 
toward placing a director’s remuneration on an annual 
salary basis. One in eleven of the companies report- 
ing indicate that they are now either paying their 
directors on a straight salary basis or a base salary 
plus a fee for each meeting attended. 

In one or two instances, the retainer is as high as 
$5,000, although the average is closer to $1,500. As 
pointed out by one executive, “Since the director is 
supposed to) be working for the corporation twelve 
months a year, there is no reason why he should not 
be paid for his time in-between meetings.” 

It is generally agreed that the average company 
does not adequately compensate a conscientious di- 
rector for his service. The annual salary represents 
an attempt to remedy this condition, at least in part. 

Directors’ salaries or retainer fees are usually paid 
quarterly. 

Reimbursing directors for expenses incurred in 


attending meetings is a growing practice. At present, 


about one company in five follows this procedure. 
Expense allowances are almost always limited to 


travel costs and usually apply in the case of those 
directors who come from “areas some distance from 
the home office.” Occasionally a fixed expense allow- 
ance is granted. In one instance, the travel allowance 
is $50, the same amount as for attending the meeting. 


Special Assignments 


A few instances are reported in which directors are 
compensated for handling special assignments. Such 
assignments usually consist of serving on special com- 
mittees. In the case of a chemical company, with an 
executive committee of five directors, the president 
writes, “Its members are paid an annual remuneration 
of $500 each in addition to the regular director’s fee.” 
The vice president of an auto equipment company 
reports that special honoraria are voted to directors 
rendering special services. 


Payment of Officer-directors 


Only a third of the reporting companies compensate 
their officer-directors. The reasoning behind this prac- 
tice is best summed up by an executive who states: 
“We expect our officers to devote their full time to 
the business of the corporation.” 

However, an opposing viewpoint holds that the 
officers are paid to manage and not to direct; hence, 
they should be compensated for the additional duties. 
In the case of one company, “The practice of award- 
ing attendance fees to all directors and the secretary 
stems from the fact that meetings are frequently 
held at other than regular office hours and often ex- 
tend beyond them.” 

A few companies report that remunerating inside 
directors is a relatively new practice. In such cases, 
however, the same fees generally apply to insiders 
as to outsiders, although there are a few exceptions. 
Several companies scale down payments for inside 
directors. For example, a food company states, “We 
pay each of our outside directors a fee of $150 for 
attendance at each meeting. Each of the inside di- 
rectors receives a $20 fee.” Occasionally the system 
of payment also varies between the two types of di- 
rectors. For example, a manufacturer of instruments 
and controls reports: “Outside directors are paid an 
annual retainer of $5,000 per year. Inside directors 
are paid $100 per meeting.” 


SIZE OF BOARD 


The number of directors on those boards represent- 
ed in the survey varies from three, the legal mini- 
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mum, to as high as thirty-five (in a chemical com- 
pany). Most cooperators express the view that a 
board should be kept as small as possible, so that it 
will prove a “workable body.” The optimum num- 
ber is best expressed by a fabricator of nonferrous 
metals who describes the ideal size as follows: “A 
board should not have so many as to make free dis- 
cussion impossible, nor so few that a breadth of view- 
point is not obtainable.” 

Only ten companies reported having women as di- 
rectors on their boards. In most instances, they 
represented substantial holdings of the company’s 
stock. Executives are careful to note, however, that 
they are not “antifeminists.” The distaff side is 
always welcome provided the woman has the experi- 
ence and background which the company is seeking. 


Size of Company 


The size of the board shows a tendency to conform 
to the size of the company. For example, those com- 
panies with assets ranging from $1 million to $10 
million have an average of eight directors, with seven 
directors proving to be the most frequent number. 
Companies with assets of $10 million to $50 million 
have an average of ten directors, with a board of nine 
proving to be most common. Companies with assets 
of $50 million to $100 million report an average of 
eleven directors, with a board of twelve proving to 
be the most common. Companies with assets of 
over $100 million have boards averaging fourteen 
in number. The average size board for all companies 
surveyed consists of ten directors. 

Of course, the relationship to assets does not always 
hold. Circumstances sometimes make it desirable or 
necessary to appoint a larger board than the size of 
the company would normally indicate. For example, 
a manufacturer of industrial machinery, engaged in 
several lines of activity, reports: “The total number 
on the board is somewhat larger than one would 
expect, since we believe that each principal line of 
activity should be represented on the board.” Again, 
a producer of nonferrous metals explains his relatively 
large board as follows: “We have found it necessary 
to have a large board in order to provide adequate 
representation for the principal foreign countries in 
which we and our subsidiaries are active and where 
large numbers of our shareholders are located.” Pro- 
vision is frequently made for absenteeism. Companies 
find it is easier to muster a quorum if an extra director 
or two are appointed to offset normal absences. 


OUTSIDE DIRECTORS 


Only one company in six has a board composed 
entirely of officers from within the company. The 
prevailing practice is to include outside or “profes- 


1An earlier Conference Board study found that only one company 
in ten had all officer-directors. Studies in Business Policy, No. 16, 
“Compensation and Duties of Corporate Directors.” 
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sional” directors. In fact, in nearly half the cases, 
(45%) outsiders constitute a majority of the board. 
There is also a tendency for the proportion of em-— 
ployee-directors to vary inversely with the size of 
the company. The larger companies are more de- 
pendent on outside assistance. 

A major reason for including outsiders on the 
board, according to many executives, is their ability 
to bring to company problems “fresh and objective 
viewpoints.” They are ordinarily chosen because of 
their reputation in fields related to the operations of 
the corporation. It is felt that the company in this 
way stands to benefit from the particular knowledge 
and background possessed by the professional direct- 
or. The thought was also frequently expressed that 
a board without outside representation would give 
“rubber stamped” approval of top management’s de- 
cisions and fail in its role of acting as a guiding policy 
group of the company. 

Executive thinking concerning the extent of out- 
side representation varies. On the one hand are 
those who believe that outside directors should con- 
trol board action. On the other, are those who 
prefer to have outside directors represent a third of 
the total number, with another third composed of 
active officers and the final third, former officers of 
the company. Emphasizing the need for stockholder 
representation, a metal manufacturer states: “It is 
my opinion that the two chief executives should be 
on the board, that some of the large shareholders 
should be represented, and that there should be one 
or two members who may or may not be large share- 
holders, but who from their experience and ability 
will prove helpful.” 

Industrialists, bankers, and lawyers are the three 
major groups from which outside directors have been 
selected. The industrialists are in the majority. 
Retired officers are also frequently on the board. 


Use of Consultants 


Most companies who do not have professional di- 
rectors on their board look to industrial consultants 
for assistance on problems which members of the 
board are not qualified to handle. Pension plans were 
cited as an example of a subject on which specialized 
information had recently been sought. ; 


COMMITTEES 


It is common practice for the board to delegate 
many of its powers to committees. Approximately 
70% of the companies included in this survey report 
special committees within their boards. In 60% of 
this group, one committee, usually an executive com- 
mittee, acts for the board between meetings. One 
board contains five operating committees, and there 
are several boards reporting three and four, aside from 


(Text continued on page 57) 


Compensation and Composition of the Board of Directors 


Compensation 


(Dollars) Composition of Board 
1950 1950 
Company 
Outside Directors Inside Directors 1945 1938 Total Tuside @uiside 
Number Directors Directors 
| Fee | Retainer Amount No Fee 
) 
| METAL MANUFACTURES 
Air Conditioning 
BA 36. iota 20 nes 20 ; 20 20 9 5 4 
2 Se Ae 0 Bliss eGiee eats 0 0 5 5 0 
(Coa 100 V 100 100 10 2 8 
Automobiles and Equipment 
LM cl Se ee watched 100 alors V 100 UN sre 15 1 14 
1). fn 9 a eB 100 100 seth 100 ats 15 1 14 
Ce A ek Saane ware eric V iba Poa 5 3 Q 
10 SS Renee 200 ene V 3,000/yr. 600/yr. a 3 4 
in, UO a ee 100 2 NE V 25 25 11 4 7 
Cee aica ts 100 100 alts 50 25 12 6 6 
BT Ss cate 5 Rie 100+E V ae 7 3 4 
26 el Oe ahtkea 200 Vv 15 25 7 1 6 
Jb Sak og eee 100 1,000 V 100 50 7 3 4 
Kee bine 0 Vv 0 0 5 Q 3 
Chemicals 
is, Se aeidee 50+E 300 since’ V 0 0 6 3 3 
18), scare Ae 20 Was 20 tor 20 10 8 6 Q 
o. poleee wentae Heats 10 10 0 
BF aks ee Seors'> 100 1,000 50 20 15 8 ff 
i. Sa 100 +E dichiake 100 15 40 14 3 11 
LE. Suellen 50 Se Vv 20 20 15 6 9 
BPN he 5 5 oye 200 +E Vv EIS)? 8 4 4 
ib ls Gee eee ad atite 500 Bans See Same Same 12 Q 10 
UL Sang praeee 50+E ee 50 aye 10 10 12 9 3 
Lo eR aEpeOSe 50 PD oe ae A 50 20 35 24 11 
1 Se dviws, 5 V che. Vv actos 4 ase 10 8 Q 
Electrical Appliances 
oe SC RAE Eee 40 suspers Vv 40 20 12 3 9 
UO Ae eee 100 Bienes Vv 100 25 10 4 6 
(Ch) See 100 a ieals E V 50 25 14 10 4 
ME OIN sc05) 8 Seas 50 sale V 50 Roartis 9 7 Q 
eR os «ald 6 25+E Payers Vv 25+E 25+E 9 3 6 
J Sea “xe 1,200 ARR 1,200/yr. 50 8 2 6 
Me orcs ieca sia 50 MAG la Kr, V 50 20 9 3 6 
FEU ci seas. 0s 20 1,000 20 ah 20 10 9 3 6 
LO ee eer 100 AE Ants Vv 100 ae 9 ff Q 
Electrical Machinery 
A 50+E eee Eta Vv 50-+E 50+E 9 3 6 
3. dic HOSS neh eee 3s save ao Tie, 3 3 0 
MOE yays,chcccvahs.: 25 er 25 Renate 25 ah oi 8 3 5 
DA oa eee he's ee: eters V nisaaks sactaee 12 3 9 
E 600 che V 600/yr. 1,200/yr. 5 4 1 
Foundries 
A See 25 Vv 25 7 6 1 
ESR O SI Yee, tives 0 Vv at 4 Q ) 
Oe he Ce Sener 50 Pee ain 3 3 0 
1D) Sees petite 1,000 Same Same 6 4 Q 
as Sees 50 eis e V 50 25 {i 4 3 
Hardware 
Lh 8 RE oe 1,000 Be V 50 | 50 7 | 4 3 
OOS Cea 50 Say 50 Me 50 20 12 4 8 
Heating and Plumbing 
100 +E sel eye V 100 50 13 4 9 
25 aaa iteie Vv 25 oes 9 5 4 
100 V hee 50 8 3 5 
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(Dollars) Composition of Board 


1950 


Company 


Outside Directors Inside Directors 


Inside Outside 
Directors Directors 


Total 
Number 


Retainer Amount 


Heating and Plumbing—Continued 


Aeon os 50 obae 50 Seer 50 20 ff 4 3 
cue esdee 100+E ehaer aba Gees 100 100 12 6 6 
BP RiGee bre oe 50 ses 3 roe Vv Ao 40.6 5 4 1 
Geb pice tee 50 50 50 50 14 4 10 
Heels nae 40 Vv 40 25 13 t 6 
lap cee oe 50 50 50 25 5 3 2 


Industrial Machinery (General) 


ROE St Sele 25+35E reels eae Vv 0 0 11 8 o 
Bowe a 25 Barer aa V 25 0 5 2 3 
(Ohta Case ters 300 aot rays, = te 300/Q 0 9 5 4 
Des Sees ots 250 250 100 8 4 4 
1 DL a5 Soe OEE 25 50 50 8 3 5 
1 A Oe Be & 50 aa ate 50 10 18 11 ef 
Gees ietace 1,000 Vv 1,000/yr. 11 4 7 
18 Re ed pee 50 Aryeh Be es 0 0 a 6 1 
lh akc SHOES 25 Sarees 25 Jotets 25 25 12 8 4 
h(a ee 25 1,200 25 eas 95 95 16 13 3 
1 ae Bees eee 100 eee MAYS V 100 50 15 iS 12 
1 ei 20 = Ee aan Vv 20 10 12 6 6 
INE FP eoiroicncteees 60 sags 20 ae 60 20 See 13 eteds 

INGE oe cea he ee vV es ce 7 7 0 

Industrial Machinery (Specialized) 
Ay fee See 100 +E Ae pce. Vv 50 20 13 3 10 
Bese see 25 Pate ahs ts V 25 25 12 7 5 
Cle eee 10r, 25nr ere 10 atin 10r, 25nr 10r, 25nr 8 4 4 
Dee fete 50 RAC pa Vv 20 10 12 3 9 
Bh eee eee Bratt 1,000 V 250/Q 250/Q 9 5 4 
| ee To 2 100 Bitte Vv 50 50 3 6 
Gree. sa aoe 50 V 50 50 6 4 4 
Ee re See: 20-+E hie 20 Fishes 20 Volts 9 7 Q 
js OS Be hs 8 50 ote Aen vV 50 20 11 3 8 
Instruments and Controls 
1 Ne yA paper oe abe ee 1,000 20 wane 500/yr. 20 vi 3 4 
Bea ee. 100 maa Vv eters 75 15 6 8 
(GEE ASS ee 8 date Vv 0 0 5 5 0 
MRS vc alenvets 0 Sete Steere Vv 0 0 4 3 I 
| an ie Foae 5,000 100 tie aig wate ACE 9 4 5 
1 ac Sears 100 Sinuaie ahs she v 100 0 # Q 5 
Machine Tools 
IN 3 ae ee 25 25 ahanene 25 25 10 8 ie 
1356 SaBs apes Ayo Vv 0 0 5 5 0 
Cr aier 50+50E Vv 50 +50E ae if 4 3 
1D a eedesd 25 ret Sate Vv 25 if 2 5 
Docc Aor aineee 20+E Bier 5 20 Poke 0 0 4h 5 Q 
Hee Sek hoa strns 25 ele eas Vv 25 10 5 5 
(Choa Se rine wee 50+100nr Vv Riche 12 6 6 
etait ee 75 Vv 75 i 3 4 
Neon. hese 20 Svshehe aot Vv 20 10 Uf 3 4 
MER, helorn alee 50 saree 50 siete 20 10 8 wate Fi 5 
J (Cle Se ieee 12 20 a renee Vv j 0 0 9 6 3 
Nonferrous Metals 
A os dn: beaeee 50 erate ae Vv 25 10 9 4 5 
Be haere ears 100 Mists Vv 25 20 12 4 8 
Cee sae a 75 +E one V 75 +E ie 9 5 4 
i De Mactan a 10 eS 10 eyelets 10 10 6 3 3 
1 OMe eierec ie 200 +-c tive 200 +c ae 100 +c 100 +c 25 ff 18 
Office Equipment 

LNs 2 OS ee 25 ateqaue erat Vv 20 20 11 3 8 
Py rek Mee Se a 100 iF Sets Vv 50 20 "f 1 6 
Cee ee 50 i icles 20 20 9 3 6 
Dees 100 Vv 50 5 1 4 
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(Dollars) Composition of Board 


1950 


Company 


Outside Directors Inside Directors 


Total 
Number 


Inside 
Directors 


Outside 
Directors 


’ 

7 

Office Equipment—Continued 

ae eae eao Ieee 100 Bieter 100 See 50 20 13 3 10 

«1A Sere 50 rs tase 25 aia 50 25 " Q | 5 
Or aHe Gennes ears 3,000 ae Vv 3,000 2,400 11 5 6 

Steel 
| sone Ee Rae 8 600 Vv 50M. 200M. 9 6 3 
Bore saan S08 1,200 V 100 25 13 ll Q 
Os A ae eee he 5,000 V 5,000r 100 12 3 9 
JD ai Sy atepaaae 100 anes Vv 100 50 8 5 3 
Beare nee 100+E Hoke Vv 100 +E 100 +E 12 6 6 
Ree rkie wtricceusis 100 5,000 50 esis 100 50 20 12 4 8 
ee ties ake 500 oes Vv 50 +5,000 50 +5,000 11 3 8 
ED RE snc. eiesecetos 50 s Vv Res ater 15 6 9 
1s Ree ACRE eee 100 +E Boke Bias V at es 15 12 3 
SR inc csiet Bee 1,200 +E 100 aenke Breas 10 1l 3 8 
Railroad Equipment 
Jae Ss eee oe 100 Pe 100 Bie ae 100 50 10 4 6 
| Depa oe aa te 100+T BEsrers 100 ee 50 50 15 5 10 
(Cea beeen aed 250 rece Hoste V ees eae 12 4 8 
1D ee te eee A 50 5,000 50 Takel Same 25 +4,500 12 5 "i 
Miscellaneous Metal 
ae 50-+E so 25 ae 25 25 7 3 4 
EC. Seale 50 Arar V 20 20 9 5 4 
OR ito ties Tontine sets sce 7 1 6 
ie Se 500/yr tee 50 eles Same 50 7 4 3 
BENE ao st Foca 50 iene 50 mies 6 4 Q 
ae 50 ae nc V 50 30 7 3 4 
CA Soe eee 50 Bysuecs 50 shakers 40 sae 14 8 6 
Iai crcl + bse nee atte V Rots Pa 6 6 0 
leat 50 PERK: 20 Ruane Same 20 12 4 8 
_ 2 eee pee boa oes V 0 0 10 an 
ice Saar eee 100+E V 100 50 15 6 9 
iva rake Vv Same Sahn 7 Q 5 
M... edict v ae? 10 b 0's. 
OTHER MANUFACTURES 
Apparel 
Ameer eet. Ahab Boke nes Vv 5 3 Q 
ie une eae AS Vv 9 9 0 
Building Materials and Supplies 
Bete ios: 50 nas 50 a 50 20 ll 2 9 
Beets ies: 20 ae adote : 240/yr 240/yr 8 5 3 
ae 25 ter: Ae V 5 Lae 8 5 3 
ee NG. 420 420 ig 420/yr. 35 7 5 2 
ee ee 2,000 ab 500/yr 10 5 Q 3 
Ee eck 15+E v 50 50 9 6 3 
ee) 20 V 20 10 11 5 6 
[8h ¢ toe ae 25 Vv 25 25 6 Q 4 
U.oe See ae Pie Nisei eee V pias nies 9 3 6 
SPs o cie.s.e sens 100. Soeun 100 eriche 100 100 9 3 6 
ee Cis cific 100 Sih ie 100 50 see 10 Q 8 
L eieke 1,200 V 1,200/yr. 240/yr. 15 5 10 
Food Products 

IAG) Vv 5 Q 3 
(2) OSE aoe : oie Vv bias ae ae Be 9 9 0 
. 150-+E f 20-+E 150 20 20 14 6 
1D). 6 6. oienOiye eee See meee See Vv Saat ae 5 3 2 
PIE ss sins cae 3,000 2,000 Vv Same Same ll 9 2 
UL a oe 25 Fe Vv foes ieee 1l 5 6 
Pe ee... 250 ; 50 50 50 9 5 4 
13 eee Sarees aye hess Vv Same Same 12 10 0) 
Us od eee 100 ates 100 Te 100 15 13 6 ti 
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Food Products—Continued 


eA Bh Hatt uN is Vv ely. V AS ae eats 14 11 3 
HOS eae eh ae 100 2,000 a ae vV 50 +2,000 20 13 5 8 
i Pak ek eA sia 5,000 sara V 2,500 2,500 11 8 3 
NDE a eee ibis 2,400 Lease V 1,200 1,200 8 3 5 
Leather Products 
ya SO one te 3 ae ate bie latte RA Vv ete eee 6 6 0 
Bx eee ge 20 ee ate | Eas V | 20 | Dyas 10 10 0 
CHAE NE felis ma aes ids V hs Rea hr if ‘u 0 
Mining and Quarrying 
Ae ie ere 50 vl 7 2 5 
TRA oe in fee: af oe um 7 6 1 
ORR cee eae 20+E sata Same ook Same Same 9 8 6 
ET Gee Lee ae ee a ¥ ae au 7 7 0 
Paper and Products 
1 ccs AAR 100 eaten 100 were 100 100 10 3 vi 
ee retinn strcth ss dates Avatars sists Vv tee we 10 9 1 
os oan Ope V Pa WAS 12 10 Q 
1D a oe nee 100 eee 4 V 20 10 8 3 5 
Bion sae he ee 50 50 rete as tere 9 6 3 
A SY yaa ee TRIB 20 +E Sead Vv 11 1 10 
[ CE eee 8 Ae 1,000 Vv 1,000/yr. 1,000/s. 13 ° 8 5 
| 2 Rees MoE 2 ee: v : 4 3 1 
1 (es MEE NA EAE 20 +E Vv "20-+E "20+E 8 4 4 
A ee ese aed. 100 +E Vv 100 20 13 9 4 
JERS Hae iy ap Ye 100+E Vv 5 11 6 5 
1G ee aan * 20r Vv Same '20-+E 11 5 6 
150-+E,nr 
WB Ss ear ates Tontine Me ieeecet thei Pewee Ty Wombime st) )) 0265 5 i aap pies it WM vce taie ce Lo calle ele enV UO ast ea a 
Petroleum 
Aes 1 ae 50 rs Onn ee Pe OT een ee On RMT et MEN ME ue ae on race iP ko 20 20 q 4 Ss 
Brees oo eee 5 tae Vv 14 14 0 
CUR, Re ae 50 Vv Same Same 9 5 4 
ee aa betes aes Vv - 7 6 1 
HN ac ci oe alate 2, 500 ic Vv "150 ae "50 vite 16 5 11 
Beers ee tin tea stele Vv 12 10 Q 
Ce tart Be, er Vv 12 12 0 
Peete eee Vv 1l 11 0 
Rubber Products 
12S aT SE PR 50 Ost. Asics V 100 Were 7 Q 5 
ED er Rests tea geeks 50 Dice 50 ne 50 25 5 3 2 
Textile Products 
AC 100 ents 100 Fcc 25 ERR 9 2) tf 
Beeterctn tins «ue 250 Se 20 rePasie 20 eae fs 9 5 4 
Ol le ie ae ieee 20 sate Bese V 20 20 7 6 1 
12 ee Be ena ae 1,500 a V 1,200r 20 9 3 6 
Recitawisie end sate Efe Vv ees 8 uA 1 
1 Sy NAN Ae eR tie Peas i Vv ane? 7 5 Q 
Mabie ckie oie 50 aire v 50 5 Q 3 
18 0s (ets Ce eee 20 20 Sri an 20 20 6 3 3 
A Di SR Oe Oa 100 +50E Ae) Sate 20 20 12 1 11 
ae. ste pias ts 20 eas 20 20 9- Q 7 
1 eh oA ee Rm onete 100 V 50 20 8 1 i, 
Ear see Ae Chea pallens vv Ae ieee 6 5 1 
DME ae ccect weit 20 20 Aree 10 10 a 3 4 
TIN ee as Sie ee 100 Vv 20 20 ll 4 ¥¢ 
RES svar chsive tie Brie Wear aioe 9 8 1 
eens ot edhte ns 10 Vv 10 10 6 fA 4 
COR ei che ciety 200 +E 50 ater ete aah 12 3 9 
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COMPENSATION AND COMPOSITION OF THE BOARD OF DIRECTORS—Continued 


Compensation 
(Dollars 


Company 


Outside Directors Inside Directors 


Retainer Amount 


Composition of Board 


1950 


Inside Outside 
Directors Directors 


Miscellaneous Nonmetal (Continued) 


eee 100 yee aA: V 
Ds NEL eM ea 8 sh ad sok 
1 se eee Aer 100+E Ue et bret V 
Gir ence 50 sahene ‘backs v 
Iie Sete 20 a 20 oe 
1 Oey be Neer RRS 50 aieeste V 
Aa ia i sees ples 25/yr. ue 
IKeee ace eee 20 Sree 20 
E—Expenses rResident of plant town. 


(Text continued from page 52) 

the executive committee. The committees most fre- 
quently mentioned, aside from the executive panel, 
were the financial, audit, bonus, salary, profit shar- 
ing, pension, and planning committees. Less fre- 
quently mentioned were employees’ stock purchase 
plan committees and new product committees. One 
metal manufacturing company reported experiment- 
ing with manufacturing, sales, and research and de- 
velopment committees. 

Although some companies have no standing com- 
mittees, they appoint them as occasions arise. For 
example, the practice of a foundry is to assign special 
problems to two or more members of the board for 
special research. 

The executive committee most often consists of 
four or five members, some of whom are not part 
of the management team. Ordinarily, executive com- 
mittees meet between board meetings, sometimes as 
often as every week. They perform a variety of 
functions: formulation of company policy; constant 
review of company operations; and even day-to-day 
control of the company’s business. 


TIME IN OFFICE 


Directors generally hold office for a lengthy period. 
For example, an executive of a chemical company 
states: “The directors usually hold office until death 
or until they are incapacitated for active duty.” 

However, executives made known their awareness 
of the need for directors who are well informed and 
play an active role in setting policy. They indicated 
that members of their board were allowed to remain 
in office only as long as they were considered effi- 
cient by the remainder of the group. In defense of 
the practice of “self-perpetuating” board members, 
it is felt the company benefits from the experience 
which board members of long standing possess. 


'bid. Nearly 50% of directors serve for ten years or more, while 
nearly one out of five has been a board member for twenty years or 
more. 


nrNon-resident of plant town. 


50 20 8 2 6 
Beis oR 8 6 2 
100+E 50+E 7 2 5 
50 20 7 2 5 
14 5 9 

13 11 2 

Patek AN: 9 7 2 
20 20 7 4 3 


Q—Quarterly 100-+¢ per special meeting. 

In some companies it is customary for officer di- 
rectors to remain one year after their retirement from 
the company, thereby making room for the successor 
to their position. 

Plans for retiring executives are the exception to 
the rule. However, in a few imstances there is a 
mutual understanding to the effect that company re- 
tirement plans will apply to members of the director- 
ate. Occasionally, when directors exceed a certain age, 
they must receive special authority to continue on 
the board. For example, it is the practice of a mining 
and manufacturing company to have all personnel 
older than sixty-five come up for annual permits to 
continue working. 


AVERAGE AGE 


In 60% of the companies, the average age of board 
members falls between fifty-six and sixty years. In 
most of the others, the directorate’s average age 
ranges from fifty to fifty-five years. There is only 
one instance in which the average age of the director- 
ate has not passed the half-century mark. 

To provide for continuity of management under 
all circumstances, about 5% of the companies stagger 
the terms of office of members of their boards. A 
typical example is provided by a manufacturer of 
heating and plumbing equipment: “Our directors 
are divided into three classes, each serving for a 
term of three years, but with the terms staggered 
so that one expires each year.” 


CUMULATIVE VOTING 


Although boards are substantially self-perpetuat- 
ing, stockholders enjoy the privilege of nominating 
and voting for directors of their choice. To give 
minority stockholders a chance for representation on 
the board of directors, cumulative voting has been 
designed. Under this system, the stockholder is 
enabled to multiply his number of voting shares by 
the number of directors to be elected and to cast the 
resulting number of votes for one or more candidates. 
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In approximately one fourth of the companies re- 
porting in this month’s survey, the election of direct- 
ors through cumulative voting is either mandatory or 
permissible. While in some states it is prescribed by 
law, even in states where it is not required, a com- 
pany’s by-laws provide for its use as an alternative 
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means of electing directors. When the practice is 
optional, cumulative voting is seldom invoked. 


G. CuarK THOMPSON 
Joun H. Warson, III 


Division of Business Practices 


More or Fewer Firms—Theory vs. Practice 


T IS still too early to tell for certain whether the 
number of business firms was up or down in the 
second half of 1949. Late data on births of new firms 
and deaths of old ones are not yet available. However, 
Dun and Bradstreet statistics on failures for the third 
quarter of the year show a drop of 9% from the pre- 
ceding quarter, and the number of new incorpora- 
tions (which ordinarily experiences a seasonal decline 
from the second to the third quarter) remained at 
approximately the same level. 

All this suggests that the decline in the business 
population which set in during the third quarter of 
1948 has slowed down or come to a halt. There is also 
reason to believe this in light of the upturn in gen- 
eral business activity since the middle of 1949. For 
there has been a very close correlation between the 
number of businesses in operation and the volume of 
business activity. In the years 1929 to 1940, there 
was a change of about 12,000 firms, with a rise or fall 
of $1 billion in the “real” gross national product.t 

After having experienced a rapid postwar rise, which 
began leveling off in 1947, the business population 
began to show a decline in the last half of 1948. The 


1Real gross national product, excluding government, agricultural 
and professional and other services in billions of 1939 dollars. 


Chart 1: Business Population Eases 


Source: Department of Commerce 
In Millions 
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Note: Calculation is based on the relationship over the years 1929-1940 between 
the number of all firms and the deflated gross national product, exclusive of govern- 
ment, agriculture, and certain services. 


decline continued through the first half of 1949, with 
the result that the number of firms in operation have 
decreased about 75,000. (See chart.) 

An increasing death rate for existing firms and a de- 
clining birth rate of new ones were responsible for the 
decline. Deaths began to exceed births in the latter 
half of 1948, and by June, 1949, were more than one 
third higher. 

Most of the decline in the business population has 
taken place in manufacturing and retail trade. How- 
ever, percentagewise, it has been greater in manufac- 
turing. From mid-1948 to mid-1949, the number of 
manufacturing firms declined about 10%. For every 
two new firms entering manufacturing in the first half 
of 1949, there were five old firms leaving. 


Chart 2: Postwar Populations Depart from Prewar 
Patterns in Manufacturing 
Sources: Department of Commerce; THz CONFERENCE BoaRD 
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TABLE 1: NUMBER OF BUSINESS FIRMS IN OPERATION, SEPTEMBER 30, 1939-1948 


Source: Department of Commerce 


Thousands 
Industry 19491 1948 1947 1946 1945 1944 1943 1942 1941 1940 1939 

PRUIGECUSENES Tee man eee ae oc od se oe 3,935 .3] 3,989.1) 3,928.1] 3,711.0} 3,303 .0} 3,102. 1] 3,003 . 5| 3,240.3] 3,392 .3] 3,377.9] 3,377.2 
Wlanulactiining wen ah Atte cd aie eae ane 308.1} 327.6) 332.5) 315.6) 267.0] 248.7] 239.6) 237.6] 238.5) 227.5] 223.2 
Food and kindred products.................. See eos Ol S41). 0 MOR o NEO. Ol OO. 4a oT. o|) eoS.GF 39). 11. (ST. Tle oke.’ 
Textiles and textile products................. AQUI 43-3) 44119 432299 936.8) 3450) 7 32-2)" “St.7) 31.9) 3027/,* 30:1 
phexttletmmill i productsitean. gas ae aoe e oa sans 10.7; 10.4 10.0 8.8 8.3 8.1 8.4 8.5 8.5 8.1 
Apparel and other finished textile products... . ae Se OSE ose eSeOl 25. 7 eset ees eS Sor Al 22 a8) O20 
Leather and leather products................ 6.2 6.5 6.7 6.8 5.6 5.0 4.7 4.4 4.6 4.4 4.5 
Lumber and lumber products................ 73.7| 85.2) 84.41 75.9) 60.2} 55.7) 52.6) 49.5) 50.2) 46.9) 44.3 
Lumber and timber basic products........... ee Ta. 1) %.4| 65.6) 51.4, 47.6) 44.9] 42.0) 42.3) $39.7) 37.7 
Furniture and finished lumber products. ..... oe 11.0} 11.0) 10.3 8.8 8.1 7.8 (he 7.9 7.2 6.6 
Paper and allied products...................- 4.1 4.2 4.3 4.1 Sail 3.5 Sint 3.6 S25 3:5 3.4 
Printing and publishingie-e.y.nmeesme ee. coe 46.1 46.0} 45.0) 43.2) 39.9) 38.1] 37.3] 38.4) 39.8] 38.9] 39.0 
Chemicals and allied products................ 10.7 11.3) 11.9 127 Olt all} 11.5} 11.6 11.4 U1s3) . 1087 
Chemicals and allied products............... Nese 10.0) 10.6 TORS Meet O22] 9 022) Pe 10 S| 1Oe4 10.1 9.9 9.5 
Products of petroleum and coal............. onde 1.4 1.4 1.4 1.3 1:2 eo 1.3 Lo Les ae 
Stone, clay and glass products............... 10.8 12.0) 13.1 12.6 7.9 7.2 ee 7.5 7.5 7.2) oul 
Metals and metal products.................. Si. lin 05.6) 58.51) o9.9|')) 446) 40.1) 37.9) S750) 34.8] 32.1) S10 
Primary metal industries................... Paes 6.2 6.2 6.0 5.0 4.5 4.3 4.3 4.2 4.0 3.8 
Habricated metalsas ais ae eee 18.0 17.9 16.3 csr 12.4 11.8 ees ils} 10.8 10.5 
Machinery except electrical................. 1ORSi 18.9) 17-41 15.8] 141) = 19.9) 1224) 10.7 9.4 9.1 
iMlectrical machinery: 2s. oceqcccess odes: 4.9 4.9 4.6 3.5 3.0 2.9 2.9 2.8 2.6 2.4 
Transportation equipment.................. 6.6 7.0 6.3 4.1 4.0 4.1 3.9 Gio 7 S80 3.3 

Professional, scientific and controlling instru- 
PRIGIULSI Syren ati ss Oe Hones sealer Seeley outa is Sra) yee Ear 3.6 Se 2.6 aE 1.9 U0) 1.9 1.8 iets} 


March 31, 1949. 


Table 2: Indexes of Sensitivity in Manufacturing 
Industries Associated with a 10% Change in 
Total Business Population 


Sources: Department of Commerce; Taz Conrerence Boarp 
Industry Jo Change 
- in Group 
Lumber and lumber products....................5. 56 
Stone, clay and glass products....................: 42 
Metals'and' meta! products)... 20. ¢..6.0.0.0055.5% Q7 
Textiles and textile products....................... 25 
nimting and publishingyeecsdshsates cadet cess soe ts 24 
Food and kindred products...................-005- 22 
Chemicals and allied products!...................-. 21 
Leather and leather products...................055 20 
Paper/and allied products... . 2... sac. slewcsane ce cewes 14 


Includes products of petroleum and coal. 


The severity of the decline has not been the same 
for all segments of manufacturing, however. Data 
available through the first quarter of 1949 indicate 
that, except for printing and publishing, the popula- 
tion in all groups was lower in March, 1949, than a 
year ago. Leading the decline were the lumber group 
and stone, clay and glass products, with decreases of 
12.7% and 13.6%, respectively. A highly flexible de- 
mand for their products and the relatively small capi- 
talization necessary for new firms make these indus- 
tries sensitive to changes in business activity. 

The variations in these industries are not at all sur- 
prising, for past relationships have shown much the 
same thing. Table 2 summarizes how much change in 
the population of each industry can be expected when 
there is a 10% change in the total number of all busi- 
nesses. These data are actually indexes of sensitivity. 
Thus, as shown in the table, lumber and products and 
stone, clay and glass products have high sensitivity 


indexes, while paper and allied products have an 
index of less than 15%. Most of the manufacturing 
industries range between 20% and 27%. 

The deficit in the business population created by 
the war was largely made up by the end of 1947. By 
then, the actual number of firms, in relation to the 
level of business activity, about equaled the calcu- 
lated number expected on the basis of prewar rela- 
tionships. Since then, the actual and calculated num- 
bers have remained very close together. 

The business population also holds closely to pre- 
war relationships for the major industry groupings 
such as manufacturing or retailing. 

However, these relationships are way out of line 
for the various segments of manufacturing. From 
1929 to 1941 there were very close correlations be- 
tween changes in the number of firms in all industries 
and those in each manufacturing group. However, 
if these relationships are used to calculate what the 
expected number of firms should be as of March, 1949, 
the results are way out of line with actual figures. 

In the food and chemical industries, the actual num- 
ber of firms is far lower than would have been ex- 
pected on the basis of past experience. The population 
of metals and metal products, leather and products, 
and textiles and textile products industries was ahead 
of their calculated numbers in March, 1949. 


Crecite PoLuack 
Division of Business Economics 


1The slight divergence in the charted curves for actual versus 
calculated total firms can hardly be considered significant as yet. 
This is because (1) the calculated level is stil! subject to revision in 
the figures for gross national product, on which it is based; and 
(2) the actual level—though not the recent movements—is likewise 
still subject to revision on the basis of various data. 
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Man Hour Output in Manufacturing 


RODUCTIVITY trends in manufacturing indus- 

tries since the war appear more favorable than 
was previously indicated. Physical output as meas- 
ured against man-hour input, however, is well below 
the gains anticipated by various economists and oth- 
er groups. The revised calculations suggest that the 
39% a year increase in production per man-hour, which 
America’s factories experienced before World War II, 
was resumed in 1947. However, the validity of this 
conclusion must be evaluated with regard to the lim- 
itations of the current estimates, which are discussed 
later in the article. But even if the historic rate of 
growth were resumed, productivity in the last decade 
increased less than half as much as would be ex- 
pected if there had been no interruption after 1941 
in the long-term rate of gain. (See Chart 1.) 

The indicated upturn in productivity after the 
war is in contrast to the findings of many students of 
productivity trends! as well as an analysis made 
a year ago in The Business Record.? At that time it 
was concluded that “little evidence can be found that 
productivity for manufacturing as a whole has in- 
creased during the past two years.” The difference 
between the two results is caused by revisions in the 
basic government data underlying both sets of 
figures. 

As noted last year, there is no official measurement 
of current changes in productivity or unit labor 
cost for all manufacturing combined. THe Conrer- 
ENCE Boarp and other investigators have periodi- 
cally obtained rough approximations of the trend by 
comparing the production index of the Federal Re- 
serve and man-hour and pay-roll data of the Bureau 
of Labor Statistics. 

In September, 1949, the BLS released revised em- 
ployment and pay-roll figures for the all-manufactur- 
ing total. Production worker employment was re- 
vised downward beginning in the final quarter of 
1946. This revision reduced the number in manu- 
facturing by 96,000 for 1947 and 385,000 for 1948. 
These corrections, of course, affected the derived 
measures of productivity; and hence the estimates 
presented here differ from those prepared early in 
1949. 


tHowever, it is in agreement with the general movement in output 
per man-hour indicated for the economy as a whole by the Council 
of Economic Advisers in its Annual Economic Review, January, 1950, 
p. 76. This series, based on gross national product corrected for 
price changes and man-hour data, indicates an almost continuous 
rise throughout the Forties. But how reliable is the method ? 


2See “A Look at the Productivity Record,” February, 1949. 


Revised employment figures were also released for the individual 
industries. See ‘Measurement of Industrial Employment by the 
Bureau of Labor Statistics,” November, 1949, for details of revision. 


The Federal Reserve index of manufactures, which 
is used to measure changes in physical volume, still 
remains to be revised in the light of the 1947 Census 
of Manufactures. It is not yet known how this index 
compares with the more complete count. But re- 
vamping the employment data to take account of the 
important changes in the structure of industry since 
1939 adds to the problem of computing the unit-out- 
put—man-hour relationship in the manner previously 
described. 

There are several reservations about all three 
series underlying these productivity and unit labor 
cost figures. Questions about the use of the Federal 
Reserve index as a measure of output (even for the 
postwar years when the composition of production 
was more comparable with prewar patterns)+ are 
raised because changes in many of the component in- 
dustries in the index are based on man-hour data. 
Consequently, the meaning of productivity figures 
derived by using the index is obscure. 

Doubts exist as to whether the BLS man-hour and 
pay-roll series show total labor time at production 
during the year. These data cover all man-hours 
paid for, including those paid for but not worked. 
Also the information is collected for only selected 


fi 1During the war, the index was criticized by some authorities. 
Questions were raised as to whether a continuous measure of output 
was meaningful when the production pattern or product-mix changed 
radically. For this reason, estimates of output per man-hour for the 
war years are subject to severe limitations and are not considered in 
this analysis. 


Chart 1: Output per Man-hour 
Sources: Bureau of Labor Statistics; Taz ConrERENCE BoarD 
Index Numbers: 1939=100 


1909 1914 1919 1924 1929 1934 1939 1944 1949 


Note: Severe limitations surround the comparability of the estimates for World 
War II years; therefore they are not shown. See footnote directly above. , 
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weeks during the year. Differences in the weighting © Table 1: Productivity and Unit Labor Cost in 
. procedure used to combine the output, man-hours and Manufacturing, Prewar and Postwar 
pay rolls in the individual industries into composite Sources: Federal Reserve; Bureau of Labor Statistics; 
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Index Numbers: 1939=100 


totals for manufacturing as a whole add to the lim- 
itations of the data.t 
However, despite these many uncertainties about 


the basic figures, it is believed worth noting what Year and Quarter Peis) eects ID Beg sak Labor 
they show when compared. Hour 

SOSH reas! ace. 2. 100.0 | 100.0 | 100.0 | 100.0 | 100.0 

OVER-ALL CHANGES A the ee a ae al 115.6 | 108.7 | 113.6 | 106.3 | 98.3 

; Fi ROSE eo nese Ae 162.4 | 158.4 | 271.7 | 102.5 | 167.3 

The unit output of all factories increased 69% UC aS aR hae 178.0 | 167.4 | 326.9 | 106.3 | 183.7 

. x BSAC etree sia s.. eds 181.7 | 165.1 | 351.4 | 110.1 | 193.4 

oa ai to noe while ee number of man-hours 1949 (3 quarters)........ 168.8 | 147.2 | 326.3 | 114.7 | 193.3 

of labor employed to produce the greater volume 1945 3rd quarter........ 182.3 | 168.4 | 270.4 | 108.3 | 148.3 

of goods increased 47%. On the basis of these 4th quarter........| 156.3 | 148.0 | 231.1 | 105.6 | 147.9 

changes, production per man-hour was 15% higher 1946 ae soe ja wows dine’ ape peng cel ah : ie 

. nd quarter....... : ; : : 

at the end of the Forties than at the end of the Srd quarter........| 169.7 | 163.8 | 287.3 | 103.6 | 169.3 

Thirties. But nearly all of this gain in productivity 4th quarter........| 174.6 | 168.8 | 305.3 | 103.4 | 174.9 

came after 1946.2 In that year, the physical output- 1947 a pelos weno dees as oe : bass a a Hk 

. : : . md quarter....... ; : 52 : 

labor input ratio was little better than in 1939 and Bed quarter.ts 174.6 | 165.1 | 327.5 | 105.8 | 187.6 

even lower than in 1940. The war severely retarded 4th quarter........| 182.3 | 171.7 | 348.0 | 106.2 | 190.9 

productivity with its curtailment on new and re- 1948 ie quarter........ 180.7 | 168.0 | 346.2 re 6 | 191.6 

: 2 : Z Cec 2 2nd quarter........ 180.1 | 161.7 | 335.0 4 | 186.0 

placement machinery installations in civilian indus- Srd quarter........| 182.3 | 165.4 | 387.8 | 110.2 | 196.3 

tries, along with an inexperienced work force, short- 4th quarter........| 184.7 | 165.0 | 363.4 | 111.9 | 196.8 

1These qualifications are discussed in detail in “A Look at the 1949 1st quarter........ 176.8 | 153.5 | 339.7 | 115.2 | 192.1 

Productivity Record,” in the February, 1949, Business Record. Qnd quarter........ 164.5 | 142.8 | 315.9 | 115.2 | 192.0 

8rd quarter........| 164.2 | 146.0 | 323.4 | 112.5 | 197.0 


*See footnote 1, column 2, on preceding page. 


CHART 2: POSTWAR PRODUCTIVITY CHANGES RUN THE GAMUT 
Source: Bureau of Labor Statistics 
Per Cent Change in Output per Man-hour 
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ages of materials, limitations on production, and sim- 
ilar difficulties. Not until the second full postwar 
year did output per man-hour move upward. Then 
it increased 3.7%. The next year it rose by a similar 
amount and in the first nine months of 1949 the gain 
was over 4%. 

It is, perhaps, a coincidence that the accelerated 
gain in productivity in 1949 was accompanied by a 
decrease in the physical volume of goods produced. 
The Federal Reserve index of manufactures fell 36 
points, or 18%, from October, 1948, to July, 1949. The 
larger decline in durable goods than in nondurables 
suggests that there may have been a further change 
in the production pattern or product-mix, which is 
reflected of course in the productivity figures. 

On a quarterly basis, each postwar year has shown 
improvement over the corresponding quarter of the 
previous year. For example, the third quarter index 
of output per man-hour (1939=100) was 112.5 in 
1949, 110.2 in 1948, 105.8 in 1947 and 103.6 in 1946. 

Not until 1949 was the increase in productivity 
large enough to offset the increase in wage rates 
and thereby at least hold the line on unit labor cost. 
In 1947 and 1948, when man-hour output rose about 
3.57%, wages increased much more rapidly so that 
unit labor cost increased 10% and 5%, respectively. 
The index of unit labor cost in 1948 was 193 
(1939=100). With no further rise in January-Sep- 
tember, 1949, it stayed at nearly 100% above 1939 
and 15% above 1946. 


AT THE INDUSTRY LEVEL 


Attention has been focused on productivity changes 
in individual industries (and even in individual com- 
panies) in recent years by labor’s demand that gains 
in output per man-hour be reflected in wages.t While 
the problem of distributing the gains is an important 
one, it is equally important to know how much is 
available for distribution and in which industries. 
The major source for this information is the Bureau 
of Labor Statistics, which prepares productivity in- 
dexes for a limited number of industries. The follow- 
ing trends appear in the BLS series.” 

In only half of the twenty-six industries for which 
current data are available was productivity the same 
or higher in 1948 than in 1947. The change during 
the year varied widely among the industries—from 
a 14% increase all the way down to an 8% decrease. 
At the same time, average hourly earnings were 
at least 6% higher in all the industries where such 
comparative figures could be obtained, regardless of 


14 proposal by two members on the staff of the Council of Eco- 
nomic Advisers for relating money wages to productivity and the 
opinion of two critics on the difficulties involved in doing so appear 
in The Review of Economics and Statistics, Harvard University Press, 
November, 1949. 

?Revised employment data mentioned earlier have not yet been 
incorporated in BLS productivity figures. As in the all-manufacturing 
series, it may yield substantially different results. 


Table 2: Output per Man-hour and Average 
Hourly Earnings, Selected Manufacturing 
Industries 
Source: Bureau of Labor Statistics 
Percentage Change, 1947 to 1948 


Output per | Average 


Industry Man-Hour Hourly 
Earnings! 
Rayon, 295.02 ,0 caesar ae selene 14 8 
Rertilizers ccignc epee a ne ios ok Bees 8 8 
Electrical/appliancesan-eeeieone 4s eee eee Uf n.d. 
Clay construction products................-- 6 11 
Canning /and) preserving. eee ae oe 6 Wf 
Metal-forming equipment................... 4 9a 
Mining sm achineryeeeeer eer or rae eee 3 9b 
Railroadireiphtcarstee eee ere eer oe 2 n.d. 
Industrial/equipment-eepeereeer ee eee ee Q n.d. 
Condensed and evaporated milk............. Q 12 
Footwearkwinve. cote tates rae Q 6 
Cementizn 3. ee se sere Si ci oad ceobin ae erate 1 ll 
Constructiontmachmeryeese: ee a eee 1 9b 
Nonferrous metals: primary, smelting and re- 
fining of copper, lead and zinc............. 0 10¢ 
TLeathér}: <8. Ja ee ec ea cr ee ese -1 8 
Bours .0i7 be ae ee ee -1 8 
Laggagel...\ 2 1 eae ee eee 2 8d 
Malt liquors 38: es se eee eee 2 oe = 8 
Menijeshirts: oes coce teat ore ie ook — 6e 
Icevcreani sc) gece ete ae eee —4 9 
Beet'sugar® aoe: seat oe eee —-4 10f 
Machine. toolss. stu. 4<esee eee ae —5 7 
Cane'sugarrenning enn ce eerie ce —7 10f 
Coke;products.400 an Ae ee —7 11 
Confectioneryint; en eee ee -8 79 
Glass products. 55... 20en aes oe ane ee a -8 9h 


1The actual level in 1947, the base date from which changes were measured, varied 
widely among the industries. | 

2On a fiscal year basis beginning in March. 

aMetalworking machinery except machine tool industry, 

bMining machinery and construction machinery industries combined. 

eIncludes primary refining of aluminum excluded in output per manhour data. 

dTrunk and suitcase industry. 

eMen’s, youths’ and boys’ shirts (except work shirts), collars and nightwear industry. 

fBeet-sugar and cane-sugar refining industries combined. 

gIncludes manufacture of chewing gum and chocolate products excluded in output 
per man-hour data. 

hIncludes manufacture of pressed and blown glass and glassware, n.e.c., and glass 
products made of purchased glass excluded in output per man-hour data. 

n.a.Not available. 


the direction of the productivity change. Limiting 
the comparison to the industries in which produc- 
tivity increased, wages moved up even more in vir- 
tually every case, indicating a higher unit labor cost 
to these manufacturers in 1948.1 

There has been little consistency in the movement 
of productivity, either upward or downward, since 

1Jt is not unusual for wages to increase more than productivity in 
a short-term period. Discussing this point, Clark Kerr stated: 


“Tittle direct connection exists between changes in man-hour out- 
put and average hourly earnings in the short run. Variations in pro- 


_ductivity create few effective pressures focused on the wage-setting 


process. Statistics on productivity changes are not quickly and 
generally available, and are noted for their gross deficiencies. Man- 
hour output changes quite irregularly from plant to plant and in- 
dustry to industry, and thus has no uniform effect on the determina- 
tion of wage rates through the decisions of employers and unions, 
even when adequate knowledge about it exists. Divergent viewpoints 
on the distribution of productivity gains or losses reduce its acceptance 
as an equitable precept. Union members and unorganized workers 
alike do not press overly much for quick matching of wages to 
productivity when the latter is moving up, since this movement has 
little effect on their daily lives; and while employers may seek wage 
reductions when productivity goes down, these are resisted by the 
unions and workers, and employers are likely to have other channels 
for seeking or accepting adjustments.” The Review of Economics and 
Statistics, op. cit., p. 304. 


_ February, 1950 


1946. Of the twenty industries shown in Chart 2, 
productivity in only eight has moved in the same 
direction during both 1947 and 1948. Even where the 
- direction is clear, the year-to-year changes have been 
extremely irregular. For example, productivity in the 
nonferrous metal industry increased about 10% from 
1946 to 1947. In the next year there was no change. 
These inconsistencies would certainly add to the 
many problems of relating wage rates to produc- 
tivity. 

The net result of the change from prewar to 1948 
for the twenty industries for which specific figures 
are developed is that output per man-hour increased 


Chart 3: Prewar Productivity Rate of Gain 
Retarded in Forties—Sometimes Reversed 


Sources: Bureau of Labor Statistics; Tae ConFERENCE BoarD 
Average Annual Rate of Change in Output per Man-hour 
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in only half of the industries over the nine years. 
With the exception of the rayon industry, the gains 
were modest—2% or less a year (compounded an- 
nually) . 

Long-term data are on hand for fifteen of these 
twenty industries. A comparison with current trends 
shows that man-hour output in all of the groups was 
moving upward prior to 1939, but from 1939 to 1948 
it increased in only nine of the industries and de- 
creased in six of them. The rate at which output 
per man-hour rose in eight of these nine industries 
was well below its own long-term annual growth. 
(See Chart 3.) Only in the rayon industry was the 
rate of increase per year as great since 1939 as before 
that year. 

There is some evidence from these selected in- 
dustry data that, in some segments, productivity 
advanced considerably in 1947 and 1948. However, 
there is not enough information on an industry basis 
to verify the trend indicated by comparing Federal 
Reserve index of output and BLS man-hours for all 
manufacturing. 

GrertRuDE DrutTscH 
Division of Business Economics 


Economic Notes 


Stabilizing the Cost of Living Index 


“The effect on the cost of living index number had also 
to be watched and the government was put to some peculiar 
subterfuges to keep the index number steady. It was ex- 
plained in the House of Commons on the 24th of March, 
1947, that since bread rationing was introduced the consump- 
tion of potatoes had increased. The low price of potatoes 
(which received a subsidy of nearly £20 million) was encour- 
aging people to feed potatoes to animals, which is only to be 
expected. So potatoes were increased in price by 1d. per 7 
pounds. This had as much effect on the index number as a 
variation of 3d. a pound in cheese. So the price of cheese 
was reduced from ls. 1d. to 10d. a pound. The reason is 
the weights used in the index number were not the quanti- 
ties of the existing rations but the quantities which were 
consumed at some other date. So the subsidy on the small 
ration of cheese was increased (to balance the increase in 
potato prices) to prevent people from feeding potatoes to 
animals. (Since that date potatoes had been rationed and 
derationed and the cheese ration has been reduced.) At 
the same time, coffee was increased in price because it does 
not figure in the cost of living index number, although 
coffee consumption has greatly increased due to tea ration- 
ing. The whole position is crazy; prices are altered, not in 
accordance with changes in costs but to juggle with an 
index number.”—Source: “Price Control—Government In- 
tervention or the Free Market?” by F. R. J. Jervis—Hut- 
chinson’s Scientific and Technical Publications, London, 
1949, pp. 195-196. 


PER CAPITA CONSUMPTION OF FOOD: 1909-1949 


In Pounds 


EQUAL VERTICAL DISTANCES 
REPRESENT EQUAL PERCENTAGE CHANGES 


DRY BEANS AND 
PEAS, NUTS 


LEAFY GREEN AND 
YELLOW VEGETABLES 


1909 =: 1913 1917 i921 925 1929 1933 1937 1941 1945 1949 


Note: Data for 1941-1949 are for civilian consumption only. Estimates for 1949 
are preliminary. 
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DAIRY PRODUCTS 


(EXCLUDING BUTTER) 


MEATS, POULTRY AND FISH 


POTATOES AND SWEET POTATOES 


1909 1913 1917 1921 1925 1929 1933 1937 1941 1945 1949 


Per capita consumption of most of these com- 
modities rose from 1909 to 1949. Nine commodi- 
ties show clear-cut rises, while only two declined. 
No long-term changes occurred in meats, poultry 
and fish—consumption fell from 1909 to 1938, 
but by 1949 it had climbed back to the 1909 level. . 
People ate fewer potatoes and grain products. But 
while the drop was sharp, per capita pound con- 
sumption in 1949 was still above that of other prod- 
ucts. Some commodities were not affected by the 
1929-1933 depression, but consumption of eggs, 
fats and oils, sugar and some vegetables did fall. 
More meat, dairy products and eggs were eaten 
during the war. In fact, consumption of these com- 
modities has fallen in the years since the war. 


WHAT URBAN HOUSEHOLDS ATE AT HOME IN SPRING, 1948 


_ Per capita consumption of 
frozen fruits and vegetables— 
a relatively new food—shows 
the greatest variation by in- 
some classes. The group mak- 
ing less than $1,000 a year ac- 
counted for only 43% of the 
average consumption. The next 
income class consumed slight- 
ly less, but thereafter the 
amount consumed rose steeply 
until the top income class con- 
sumed 310% of the average. 


Flour and other cereals also 
showed a sharp variation by in- 


95.0 
come classes. The lowest in- p77 


come class, howcver, con- 
sumed the most, and the high- 
est the lIéast, on a per capita 
basis. 


Potatoes exhibited still an- 
other consumption pattern— 
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income classes consumed al- 
most the same amount of po- 
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proximate importance of the 
various foods on a pound basis. 
For example, the weekly con- 
sumption of frozen foods by 
the class making $7,500 and 


over only amounts to less than le 


.3 of a pound. The consump- 
tion of fresh fruits by that 
same class comes to more than 
four and a half pounds a week. 

There may be some short- 
comings in the data because 
they relate to home consump- 


tion only. The propensity of 7/7 


the higher income classes to 
eat more of their meals outside 
the home might change the dis- 
tribution if that information 

were available to combine with 
the present household data. 
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The New Minimum Wage Law 


. ORE, but for whom?” So may be succinctly 

summarized the 1949 amendments to the Fair 
Labor Standards Act, which become effective on Jan- 
25, 1950. What the “more” is, no one disputes—the 
minimum wage in industries covered by FLSA has 
been jumped from 40 cents to 75 cents an hour. But 
“for whom” this happy bell will toll is another 
question. Even Congressmen and Senators who wrote 
the law do not entirely agree as to its coverage. Un- 
doubtedly, it will take years of litigation before the 
complex language of the 1949 amendments is fully 
clarified by the courts. 

The table compares in detail the original 1938 law 
with the changes effected by the 1949 amendments. 
There are two especially significant changes in terms 
of potential number of workers affected. One involves 
the substitution of the new phrase “closely related 
and directly essential to the production of goods for 
commerce,” for the words “necessary to the produc- 
tion of goods for commerce.” The other concerns 
the definition of retail trade. 


EXCLUDING “INTRASTATE” 


According to the report of the House managers 
of the final bill which emerged from the House-Senate 
Conference, the framers of the new commerce amend- 
ment had in mind eliminating, from the coverage of 
the act, employees of businesses which are primarily 
intrastate and local in character, but which have 
enough relation to interstate commerce to be in- 
cluded under the old definition. Among the employees 
who would be eliminated from coverage are those 
who work for concerns which sell their products or 
services within the state but which products or serv- 
ices are then utilized for the manufacture of goods 
for interstate commerce or by a manufacturer of 
goods for interstate commerce. For example, em- 
ployees would be exempt who. work for a local fertil- 
izer company, the products of which are sold to farm- 
ers who grow sugarcane which is processed in the 
state but is shipped out. Likewise, employees of a 
local architectural company which draws up plans 
for buildings which are used to manufacture goods 
for interstate commerce would be exempt. 


BORDER-LINE CASES 


On the other hand, the House managers empha- 
sized that “fringe” employees, such as custodial and 
clerical workers employed by interstate producers, 
are included within the act under the new definition. 
Likewise employers who maintain buildings in which 


goods are produced for commerce come within the 
act’s coverage. 

Since by their very nature the lists of exempt 
groups are illustrative and not exhaustive, there will 
be many border-line cases under this new definition 
of commerce which will only be settled by lengthy 
court litigation. 

The retail trade provision involves one of the 
most controversial and far-reaching amendments to 
the act. Moreover, it was in the discussion of the 
retail trade provisions that the House and Senate re- 
ports disagree. Thus the House report lists the case 
of Roland Electric Company vs. Walling as being 
specifically overruled, while the Senate report cites 
this case as still controlling. 


SELLING AT RETAIL 


Under the new law, any employee engaged in a 
retail or service establishment meeting the require- 
ments that over 50% of the annual dollar value of 
sales are made within the state and that at least 
757 of the sales are not for resale is exempt, provided 
that the sales are recognized as retail in the par- 
ticular industries. The House managers noted that 
this exemption will not apply to large mail-order 
houses which sell largely to out-of-state customers; 
to banks, insurance companies, building and loan as- 
sociations and utilities not otherwise exempt; to cen- 
tral offices and warehouses of chain stores and to 
establishments engaged in the sale and servicing of 
manufacturing equipment and machinery used in 


Where Workers Will Get Higher Minimums— 
Number of Workers Directly Affected by New 
75 Cent Hourly Rate 


Source: Wage and Hour Division, Department of Labor 
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_ the production of goods. If, however, an establish- 
_ ment comes within the exemption, outside employees 

who do most of their work away from the establish- 
- ment will also be exempt. Such employees include re- 
pair and servicemen, outside salesmen, delivery men, 
buyers, promotion men and collectors. 


DATA ON COVERAGE CHANGES 


Because of the complexities involved in the defi- 
nitions of commerce and retail trade, it is not pos- 
sible to determine even approximately how many 
employees who were covered by the Act of 1938 have 
_ been excluded by the 1949 amendments. Moreover, 
the problem is the same in regard to some of the 
new specific exemptions. The logging one is an ex- 
ample. No longer covered are employees who work 
“in the woods” for logging companies that employ 
twelve or fewer workers. If, however, these same 
workers are also employed in sawmill operations, 


they retain their coverage. Since employees of the 
small logging camps in the South (to which this ex- 
emption applies almost exclusively) frequently also 
work in the sawmills, the number involved in the ex- 
emptions cannot be estimated. 

Estimates of the effect of a few of the new exclu- 
sions can, however, be made. Thus data supplied to 
THE CoNnFERENCE Boarp by the Wage and Hour Di- 
vision? of the Department of Labor, which adminis- 
ters the FLSA indicate that approximately 10,000 
workers will be removed by the new telephone ex- 
change exemption and a like number by the new local 
newspaper exemption. Approximately 30,000 are af- 
fected by the 1949 provisions for commercial laun- 
dries and approximately 15,000 are removed from the 
act’s coverage by the new exemption for employees 
of nonprofit irrigation systems. 


(Text continued on page 70) 
1These data are tentative, unpublished figures. 


Minimum Wage Laws—The New and the Old Compared 


Fair Labor Standards Act of 1938 Provision Fair Labor Standards Amendments of 1949 
(Effective October 24, 1938) (Effective January 25, 1950) 
Employees who are engaged (1) in commerce; (2) in the COVERAGE First two groups of employees still covered but third 


production of goods for commerce; (3) in any process or 
occupation necessary to the production of goods for 
commerce. 


Statutory minimum of not less than 25 cents an hour 
during first year, 30 cents an hour during the next six 
years, and 40 cents an hour thereafter (October 24, 1945). 

Industry committees may recommend and the Admin- 
istrator establish, for individual industries, rates exceeding 
the statutory minimum but not exceeding 40 cents at 
any time after the effective date of the act, and may re- 
tain a minimum of less than 40 cents after 1945 if this is 
found necessary to prevent substantial curtailment of 
employment in the industry. (All minimum rates have 
been 40 cents since 1945 except in Puerto Rico and the 
Virgin Islands.) 

Administrator empowered to authorize subminimum rates 
for learners, apprentices, handicapped persons, and mes- 
sengers employed eaclusively in delivering letters and 
messages. 


For weekly hours of work in excess of 44 during the first 
year, 42 during the second year and 40 after October 24, 
1940, the employee must receive overtime pay of not less 
than oné and one-half times his regular rate of pay. 


OVERTIME PAY 


category replaced by the requirement that employees be 
engaged in any closely related process or occupation di rectly 
essential to the production of goods for commerce. 


MINIMUM WAGE [Statutory minimum for all covered employees raised to 


75 cents an hour and industry committee procedure 
abandoned except in Puerto Rico and the Virgin Islands. 

Minimum rates ranging from 15 cents to 40 cents an hour 
which currently prevail in these islands (in accordance 
with special procedures outlined in an amendment to the 
act adopted on June 26, 1940), will continue to apply 
until they are superseded by new rates based on recom- 
mendations of special industry committees appointed for 
this purpose by the Administrator. 

Provisions empowering Administrator to authorize sub- 
minimum rates for learners, etc., retained, except for 
messengers who now only have to be employed primarily 
in delivering letters and messages. 


1 


& 


Time and one-half after 40 hours remains the basic over- 
time standard but the “regular rate” of pay on which 
overtime is calculated is now described in detail. In addi- 
tion, the method of computing overtime is spelled out. 
(See definitions below). 


WAGE AND/OR HOUR 
EXEMPTIONS 


Any employee ‘employed in agriculture is completely|a. Agriculture. 


exempt from both wage and hour provisions. 


Any employee of a carrier by air subject to the provision|}. Air carriers. 


of title IL of the Railway Labor Act is exempt from 
both wage and hour provisions. 


Complete wage and hour exemption to any individual em-|c. Area of production. 


ployed within the area of production (as defined by the 
Administrator) on specific activities relating to the 
handling or processing of agricultural or horticultural 
commodities for market, or in making dairy products. 
(See also “first processing’? 14-week exemption below.) 


Exempts from overtime provisions all employees engaged|d. First processing. 


in the first processing of specified dairy and agricultural 
products; and for not more than 14 weeks in a calendar 


Persons employed on an irrigation system used exclusively 
for agriculture and operated on a nonprofit or share-crop 
basis are added to the agricultural exemption. 


The minimum wage part of the exemption for these em- 
ployees is eliminated, and only the overtime pay exemp- 
tion retained. 


No change. 


Same, with the addition of unlimited overtime exemption 
for the first processing of buttermilk. 


Minimum Wage Laws—The New and the Old Compared—Continued 


Fair Labor Standards Act of 1938 Provision > Fair Labor Standards Amendments of 1949 
(Effective October 24, 1938) WAGE AND/OR HOUR (Effective January 25, 1950) 


EXEMPTIONS (Coni’d) 


year, all employees engaged in the first processing, can- d. First processing (Cont'd) 


ning, or packing of perishable or seasonal fresh fruits and 

vegetables, and employees engaged within the area of 

production (as defined by the Administrator) in the first 

processing of any agricultural or horticultural commodity 

during seasonal operations. 
Complete wage and hour exemption for fishing and re-|* Fisheries. 


lated jobs including processing, marketing, freezing, can- 
ning, curing, etc., of fish and by-products. 


Only change relates to employees engaged in canning 
seafood who are removed from the minimum wage exemp- 
tion but are still exempt from overtime requirements. 


No special exemption. f. Forestry or lumbering] Both wage and hour exemption provided for persons en- 
operations. gaged in forestry or lumbering operations (through trans- 

porting logs and other forestry products to the processing 

plant or transportation terminal) if the employer’s total 

work force on such operations does not exceed twelve. 


Employees engaged in handling, slaughtering or dressing|9- Handling livestock. No change. 


poultry or livestock exempt from overtime provisions for 
not more than 14 work weeks a year. 
No specific exemption provided. h. Laundries and dry|Exempt from both wage and hour provisions if 75% of 
cleaning establishments.| annual dollar volume of sales of services are to customers 
who are not engaged in a mining, manufacturing, trans- 
portation, or communication business, and over 50% of 
such sales are to customers within the state. 
Complete exemption for employees of street, suburban, or|z. Local passenger trans-| No change. 
interurban electric railways, local trolleys, or motorbus} portation. 


carriers. 

Overtime exemption provided for any employee for whom|j. Motor carriers. No change. 
the ICC has power to establish maximum hours of service. 

No exemption. k. Newspaper delivery. |Completely exempts any employee engaged in the delivery 

of newspapers to the consumer. 

Complete exemption for persons employed in connection|/. Newspapers. Expanded to include daily newspapers, and to permit 
with the publication of any weekly or semiweekly news- circulation up to 4,000, the major part of which may be 
paper, the major part of whose circulation, which cannot within counties contiguous to the county where printed 
exceed 3,000, is within the county where printed and and published as well as within the county itself. 
published. 

No exemption. m. Outside buyers. Exemption from overtime requirements of outside buyers 


of poultry or dairy products in their raw or natural state. 
Provides overtime exemption for employees of employers|n. Railroads, pipe lines,|No change. 
subject to the provisions of Part I of the Interstate] etc. 
Commerce Act. 


Any employee engaged in a retail or service establishment,}o. Retail and service|Any employee engaged in a retail or service establishment 
the greater part of whose selling or servicing is in intra-| establishments. meeting the requirements that over 50% of the annual 
state commerce. dollar value of sales are made within the state, and that at 

least 75% of the sales are not for resale, provided the sales 
are recognized as retail in the particular industry. 

No specific exemption provided. p. Retail - manufacturing|Exempts employees of retail establishments engaged in 

establishments. manufacturing or processing the goods they sell provided 
that more than 85% of establishment’s annual dollar 

volume of sales of such goods is made within the state. 

This exemption applies to bakeries, ice-cream parlors, ete. 


Completely exempt. q. Seamen. No change. 


Industries found by the Administrator to be of a seasonal|r. Seasonal industries. No change. 
nature may be exempt from the overtime provisions for 
not more than 14 work weeks a year if employees are paid 
time and one half after 12 hours a day or 56 a week 
during the exempt period. 


If employees in pursuance of a bona fide collective bargain-|s. Semi-annual and guar-|The maximum number of hours which an employee may 
ing agreement, (1) are employed for no more than 1,000} anteed annual wage con-| work during a 26-week period and still remain exempt is 


hours during any period of 26 consecutive weeks, or] tracts. ‘ raised from 1,000 to 1,040. The annual wage exemption 
(2) are employed on an annual basis for no more than is revised as follows: 
2,080 hours during any period of 52 consecutive weeks, a. A worker who is guaranteed employment for at least 
they need be paid time and one-half only for work over 1,840 hours, or 46 weeks at the normal number of 
12 hours a day or 56 hours a week. hours per week (not less than 30) is entitled to time 
If the hours ceiling is exceeded by so much as one hour, and one-half only over 12 hours a day or 56 a week 
however, the employer becomes liable for all time worked until the guaranteed number of hours are worked. 
over 40 hours a week during entire period. b. When the guarantee is exceeded and until he has 
Employment “on an annual basis” taken by Administrator worked 2,080 hours he receives time and one-half 
to mean that employee is guaranteed either a fixed annual for all hours over 40 a week. P 
wage, or continuous employment for 52 weeks, or employ- c. If he works more than 2,080 hours in a specified 52- 
ment or pay for 2,080 hours in the year. week period he is paid time and one-half for all hours 


above the 2,080 limit and up to the absolute maxi- 
mum of 2,240 hours. 

Should the 2,240 ceiling be exceeded, the exemption 
is lost for the entire period. ; 


= 
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Minimum Wage Laws—The New and the Old Compared—Continued 


Fair Labor Standards Act of 1938 
(Effective October 24, 1938) 


Provision 


WAGE AND/OR HOUR 
EXEMPTIONS (Cont'd) 


No specific exemption. Frequently taxicabs held exempt|?, Taxicabs. 


in court decisions under service establishment exemption. 
_ Noexemption. 


An early amendment added complete exemption for], Telephone exchanges. 


switchboard operators employed in a public telephone 
exchange which has less than 500 stations. 


Complete exemption for executive, administrative, pro-|», White collar workers. 


fessional employees and employees engaged in local re- 
tailing capacity or in the capacity of outside salesmen 
(as such terms are defined and delimited by regulations 
of the Administrator). 


Does not provide for a direct prohibition of child labor 
but merely forbids the shipment of goods in interstate 
commerce for 30 days after “‘oppressive child labor” has 
been employed “in or about” the establishment in which 
the goods were produced. (This has come to be known 
as the “‘hot-goods”’ ban.) 

Specifically exempts minors employed in agriculture while 
not legally required to attend school; child actors in motion 
pictures and theatrical productions; and minors under 16 
employed by their parents in any occupation other than 
mining or manufacturing. Also exempts minors between 
14 and 16 in occupations other than mining and manu- 
facturing found by the Secretary of Labor not to interfere 
with schooling, health, and well-being. 


No restrictions on industrial homework in the law but 
practice followed by the Administrator has been to pro- 
hibit it where necessary to make a wage order in the 
industry effective. 

The Supreme Court upheld this procedure in the case of 
Gemsco v. Walling. 

Wage and Hour Administrator as head of the Wage and 
Hour Division (created by the act within the Department 
of Labor) authorized to administer and enforce the act. 

He is authorized to define “area of production” and exempt 
white collar workers; to grant seasonal exemptions; to 
issue regulations for learners, handicapped workers, etc.; 
and to order record keeping and reporting necessary for 
the law’s enforcement. 


Suits to collect unpaid minimum wages or overtime com- 
pensation may be brought against violating employers 
only by employees. 

No provision for a general statute of limitations. 

The Administrator has in some instances succeeded in 
getting an order for restitution of unpaid minimum wages 
and overtime as part of an injunction restraining future 
violations of the law. 


u. Telegraph agencies. 


CHILD LABOR 


HOMEWORK 
REGULATIONS 


ADMINISTRATION 


ENFORCEMENT 
a. Back-wage suits. 


Administrator permitted to bring injunction suits tol, Injunction suits. 


restrain the employer from violating the law. ; 
The injunction may contain a provision barring the ship- 
ment in commerce of goods produced by employees paid 


wages and overtime below that required even after such 


“hot goods” have left the place of production. 


Trade, commerce, transportation, transmission or com- 
munication among the several states or from any state 
to any place outside thereof. 


Failure to define working time in act was responsible for 
portal-pay suits; z.e, Mount Clemens Pottery Case, 
which in turn resulted in Portal-to-Portal Act, May 14, 
1947. Hours worked for minimum wage and overtime 
purposes as defined in the Portal-to-Portal Act is time 
spent by an employee on his principal activities only. 
Preliminary or postliminary activities need be counted as 
time worked only if payment for such activities is re- 
quired under a contract, custom, or practice. The 
Administrator has defined principal activities to include 


clothes changing and washing on the employer’s premises 


IMPORTANT 
DEFINITIONS 


a. Commerce. 


b. Hours worked. 
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Fair Labor Standards Amendments of 1949 
(Effective January 25, 1950) 


Provides both wage and hour exemptions for any employee 
of a taxicab company. 


Completely exempts employees or proprietor of telegraph 
agencies if agency qualifies as a retail or service estab- 
lishment and is engaged in handling telegraph messages 
for the public under an agency or contract arrangement 
with a telegraph company, provided message revenue 
does not exceed $500 a month. 

Broadened by increasing to 750 the number of stations an 
exempt exchange may serve. 


No change in the law. The Wage-Hour Administrator, 
however, will begin to apply revised definitions of exempt 
white collar workers when the act goes into effect. Among 
other things, the revisions increase the salaries required 
for exempt executives from $30 to $55 a week, and for 
exempt administrative and professional employees from 
$200 a month to $75 a week. 

Directly prohibits the employment of “oppressive child 
labor” both in commerce and in the production of goods 
for commerce. 

Retains the “hot-goods” ban but protects innocent pur- 
chasers of goods produced in violation of this and other 
sections of the law. (See “injunction suits” below.) 

Exempts only agricultural employment outside of school 
hours for the school district where the employed minor is 
living; adds radio and television productions to the child 
actor exemption, and adds new exemption for minors 
engaged in the delivery of newspapers to the consumer; 
excludes from parental exemption employment of minors 
under 16 in hazardous work. 


The Administrator is authorized to issue regulations re- 
stricting or prohibiting industrial homework as he deems 
necessary to safeguard the minimum wage rate. 

In addition, homework restrictions now in effect in seven 
industries in continental United States and in all covered 
Puerto Rican industries are ratified by the law. 


Only change is to give the Administrator the additional 
special authorization to regulate industrial homework. 


Authorizes Administrator to sue for unpaid minimum 
wages and overtime pay, provided he has a written request 
from the employee to bring the suit, and the case does not 
involve a new or unsettled question of law. A two-year 
statute of limitations on employee wage suits is provided. 
(This has been in effect since passage of Portal Act, 1947.) 

A. back-wage suit by the Administrator might be subject 
to the good-faith defenses of the Portal Act. 


Authorization still holds, but the courts may not award 
back pay or liquidated damages in such actions. Pro- 
tection now given to innocent purchasers of “hot-goods” 
who rely in good faith on written assurance from the 
producer that the goods were produced in compliance 
with the act’s requirements. 


Incoming foreign commerce added by changing last phrase 
to “or between any state and any place outside thereof. 


The only specific reference to hours worked in the amend- 
ments is to exclude from this computation clothes chang- 
ing and washup time at the beginning or end of the 
workday if these are excluded from measured working 
time under an applicable collective bargaining agreement. 
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Minimum Wage Laws—The New and the Old Compared—Continued 


Fair Labor Standards Act of 1938 
(Effective October 24, 1938) 


Provision 


IMPORTANT 


Fair Labor Standards Amendments of 1949 
(Effective January 25, 1950) 


DEFINITIONS (Cont'd) 


when this is required by statute or by the nature of the 
employee’s work. 


Term “regular rate” not defined in act, but— 


c. Regular rate. 


All remuneration for employment paid to, or on behalf of, 
the employee— 


(1) Administrative interpretation over the years (except| (1) Exclusions from regu-|(1) Except certain gifts, bonuses and profit-sharing pay- 
regarding “talent fees”) generally conforms with the] lar rate which may not} ments; payments for time not worked; reasonable pay- 
language in the amendments regarding exclusions from| be credited against over-| ments for traveling or other reimbursable expenses; radio 


regular rate not creditable against overtime pay, and] time pay. 


or television “talent fees’; and employer contributions 
to a bona fide pension or welfare plan, and 


(2) The Supreme Court decision in the overtime-on-| (2) Exclusions from regu-|(2) Except all premium pay for hours worked either in 
overtime case (Aaron v. Bay Ridge Operating Co., June 7,| lar rate which may also} excess of 8 a day or 40 a week, or in excess of the employ- 
1948) defined such overtime premiums as only those addi-| be credited against over-| ee’s normal or regular working hours; premiums of at 


tional sums received by an employee for work in excess] time pay. 
of a specified number of hours in the workday or work 
week. All other premium payments had to be included in 
figuring the regular rate and could not be credited against 
weekly overtime pay. In the latter group are premiums 
for work on week ends, holidays, or outside regular hours. 


least 50% paid for work on week ends, holidays, regular 
days of rest, or sixth or seventh days of work week; and 
premiums of at least 50% paid pursuant to a collective 
bargaining agreement for work outside the basic, normal 
or regular hours fixed in the agreement. These provisions 
replace the Overtime-on-Overtime Act adopted on July 
20, 1949, and go beyond it in one respect—by adding to 
the permissible exclusions, premiums paid for work on an 
employee’s regular day of rest. 


This is not described in the law, but a Supreme Court}/d. Regular rate compu-| Regular rate is still basically average hourly earnings, but 
decision in 1942 ruled that it represents computation of| tation for overtime pur-| now excludes all of the foregoing premiums and extra 


average hourly earnings in a specific work week. Where] poses. 
the employee is paid a fixed salary for a fluctuating work 
week, the regular rate of pay is determined by dividing 
the salary by the number of hours worked during the 
week. (Overnight Transportation Company v. Missel.) 

An exception to this procedure was permitted in a second 
Supreme Court decision in the same year which allowed 
the employer and employee to establish a regular rate of 
pay different from average hourly earnings under the 
following conditions: 

a. The employment contract must be bona fide; 

b. The contract must set both a regular rate and a 
guaranteed weekly salary; 

c. The regular rate set must be at or above the statutory 
minimum; and 

d. Total weekly compensation must equal at least 40 
times the regular rate plus time and one-half this 
rate for hours in excess of 40. 
(Walling v. A. H. Belo Corp.) 

Although the Belo decision was reiterated by the Supreme 
Court in the Halliburton Oil case, such contracts were 
never generally recognized by the Administrator as 

_ satisfying the requirements of the law. 


(Text continued from page 67) 


On the other side of the ledger are the provisions 
for inclusion within the act of employees of the air 
transport and fish cannery industries. The former 
applies to 105,000 workers, the latter to 50,000. Both 
air transport and fish cannery workers remain exempt 
as to hours and overtime, but become covered as to 
wages. 

In sum, data on the net effect of changes in cov- 
erage are not obtainable. It seems likely, however, 
that the combined effect of the new commerce and 
retail trade definitions will result in less comprehen- 
sive coverage after the 1949 amendments become ef- 
fective than before. 

According to data released by the Wage and Hour 
Division, approximately 1.5 million workers will be 
directly affected by the new statutory minimum. 


payments. ' 
In addition, three exceptions to the averaging rule for 


computing overtime are written into the law: (1) Employ- 
ees working under Belo-type contracts: Similar to the 
Belo decision with two added conditions; 7.e. that the 
duties of the employee must necessitate irregular hours 
of work, and that the weekly guarantee must not cover 
more than 60 hours, at the rate specified in the contract. 
(The latter condition would probably disqualify the 
Halliburton contract wherein employees had to work over 
84 hours before they received more than the weekly 
guarantee.) (2) Pieceworkers and employees com- 
pensated at different rates of pay for performing two or 
more kinds of work in a single work week. Overtime in 
such cases may be computed as one and one-half times 
the bona fide rates applicable to the same work when 
performed during nonovertime hours. (3) One and 
one-half times the rate established by an agreement or 
understanding between the employer and employee as the 
basic rate for overtime purposes, provided the Adminis- 
trator authorizes such a rate to be substantially equiva- 
lent to the employee’s average hourly earnings in the 
particular work over a representative period of time. 


These workers will receive wage increases of from 
5 cents to 20 cents an hour, for an average of 
$200 a year.! These figures do not include any semi- 
skilled or skilled workers who now receive 75 cents 
an hour or more but whose wages will be increased 
in order to retain a differential over the workers 
of lower skills whose wages have been increased as 
a result of the new minimum. On the other hand, 
these figures assume that changes in work methods, 
mechanization and other efficiencies will not elimi- 
nate from their employment a substantial number of 
workers now receiving less than 75 cents an hour 
instead of raising them to 75 cents. 

No data are available for determining the direct 
impact of the new minimum on an industry-by-indus- 
try basis. The Wage and Hour Division has, how- 


1Data supplied to Taz ConrereNnce Boarp by Wage and Hour 
Division, U. S. Department of Labor. 
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ever, released estimates of covered workers who are 
receiving less than 75 cents an hour by geographic 
regions. These data are set forth in the accompanying 
chart. 

As might be expected in view of its traditional 
lower wage structure, the South contains 840,000 
(570,000 in the Southeast and 270,000 in the South- 
west), or more than one half of all covered workers who 
are currently receiving less than 75 cents an hour. 
The remainder are found mainly in the Northeast, 
the Middle Atlantic, and the Midwest. The high- 
wage Pacific and the sparsely settled western Moun- 
tain states have only 20,000 covered workers below 
the new minimum. 

Miriam Civic 
Hersert R. NortHrup 
Division of Business Economics 


Business Forecasts 


National City Bank (Monthly Letter, January) —“The 
general forecast for at least the early months of 1950 is 
one of confidence. The state of the industries indicates that 
their output in the aggregate will rise further during the 
winter, which signifies higher industrial employment and 
pay rolls and good trade. . . . The contraction to be ex- 
pected [in the export surplus] in 1950 seems moderate. 

. Farmers will be buying fewer industrial goods. . 
Government and private agencies now predict a drop of some 
10% in farm cash income in 1950, which would bring the 
total to around $25 billion, compared with $27.5 billion in 
1949 and the peak of $30.8 billion in 1948.” 


Dr. H. E. Luedicke, executive editor, N. Y. Journal of 
Commerce (Bulletin of the National Association of Pur- 
chasing Agents, January 4)—“We would not be surprised 
to see unemployment hit 5 million some time this year. 
. . . But no serious slowdown appears to be in the books 
for 1950. While the present run-up is bound to peter 
out before long, it will hardly be followed by any sharp 
contraction in business, but, rather, by a gradual down- 
trend.” 


Standard and Poor’s (The Outlook), January 2—“Tak- 
ing full cognizance of the indeterminables, prospects point 
to another good year in 1950, with industrial operations 
averaging only slightly below the 1949 average, but with 
the outlook for the final half still obscured by uncertainties.” 


First National Bank of Boston (New England Letter, De- 
cember 30)—“Deflationary forces . . . will be in the as- 
cendancy particularly in the latter half of the year, but 
indications are that the letdown will be of moderate pro- 
portions.” 


Sumner H. Slichter, Harvard University (in address to 
the American Economic Association, December 30) — 
Trends in the economy during the next generation: “Out- 


‘put per man-hour will rise a little faster than in the 


past. . The rate of population growth will be fairly 
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slow—faster than in the Thirties but not so fast as in the 
Forties. . . . Raw materials are likely to be more expen- 
sive relative to finished products than they were in the 
Twenties and the Thirties. . . . Investment-seeking funds 
will represent a smaller part of the net national product 
than in the past. . . . The increase in the money supply 
will be less rapid than in the past. . . The course of 
prices over the long term will be slowly upward.” 


Julius Hirsch (in address to New York Society of Social 
Security Analysts, December 16)—“You will not see a 
serious inflation . . during the next year, nor will we 
have another boom. . . . On the other hand, you will see 
no large-scale mass unemployment. . . . A deficit in the 
federal budget, if no greater than $5 to $6 billion, may not 
be sufficient to bring about any serious increase in the price 
level.” 


Commerce and Industry Association of New York (Bul- 
letin, December 29)—Business executives are optimistic 
about 1950, according to data supplied by 336 firms, repre- 
senting a cross section of New York City business. “For the 
first half of 1950, 71.7% of those reporting believe sales 
volume will be at least as good as the last half of 1949 
or show an increase. Only 22.2% feel their business volume 
may decrease and 6.1% made no estimate. The major- 
ity (61.3%) anticipate the trend for the first half would 
continue throughout the balance of the year. Of those ex- 
pecting a change in the second half, 38% look for an in- 
crease over the first six months, while 62% believe business 
might decline.” 


Banking; Stocks 


Federal Reserve Board (Federal Reserve Bulletin, De- 

cember) —“In the early part of the year, there may be a 
smaller contraction in privately held deposits than has oc- 
curred at the corresponding season in recent years. . 
For the year as a whole, the outlook is for a Treasury cash 
deficit, some part of which may be financed through bank 
credit. . . . Unless there is a marked decline in over-all 
credit demands of businesses, farmers, real estate owners 
and consumers, total bank credit may increase, and ex- 
pansion in the total money supply may be resumed.” 


George Weiss, director of research, Bache and Co. (A 
paper read before the American Statistical Association, 
December 30) —“After a steady rise [in the stock market] 
it would be violating all past experience if we didn’t get 
some adjustment in prices. . . From it will spring an- 
other phase of the rising market that will overtake the 
212.50 level of 1946 and conceivably move on to prices 
not witnessed since the predepression days of 1930.” 


Construction 


Engineering News-Record (January 5)—‘“The new year 
should see a further gain in engineering construction activ- 
ity—a rise to $8.55 million as reported by Engineering 
News-Record. This would be an increase of 5%. Total 
construction of all types should reach $17.7 million in 1950, 
1% below the total volume estimated for 1949. . . . Physi- 
cal volume should follow this pattern fairly closely. . 

On engineering construction, public work is expected to in- 
crease 16%, private construction to fall off about 8%. 
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This anticipates a further increase in public housing awards 
and a decline in privately financed housing. Industrial 
building is expected to drop off about 15%. Nonresiden- 
tial commercial construction may hold its own.” 

Otto F. Sieder, executive vice president and general mana- 
ger, The H. K. Ferguson Co. (Journal of Commerce, Janu- 
ary 11)—“Construction volume in the industrial field seems 
certain to decline—possibly as much as 15%. . . . Engineer- 
ing volume is likely to hold firm . . . or may even in- 
crease over 1949 figures. . . Construction costs appear 
stabilized . . . with the one exception of steel and allied 
products. . . . We may even expect a slight decrease—but 
not more than 3% or 4%.” 


Freight Traffic 


Association of American Railroads (January 4)— 
“Freight carloadings in the first quarter of 1950 are expected 
to be 2.3% above those in the same period in 1949. . . 
Increases of 20.7% in loadings are expected for frozen 
foods, fruits and vegetables; coal and coke, 11%; vehicle 
parts, 7.9%. Decreases of 22.3% are estimated for hay, 
straw and alfalfa; cottonseed, soybean-vegetable cake and 
meal, except oil, 16%; potatoes, 10.3%.” 

Henry E. English, president, American Trucking Associ- 
ation, Inc. (press report, December 31)—“Our industry’s 
operations may be expected to remain at or near the high 
levels of 1948 and 1949.” 


Autos and Trucks 


Department of Commerce (press release, January 9— 
“Factory sales of motor vehicles in 1950 are estimated at 
from 5 million to 5,500,000 units, a decrease of 10% to 
20% below 1949. . . . A decline in production is expected 
during the second half of 1950. Passenger cars will make 
up a larger portion of total output in 1950 than in 1949.” 

Ward’s Reports, Inc. (Ward’s Automotive Reports, Janu- 
ary 9)—‘“Truck production this year apparently will trend 
downward. . . . Rough calculations indicate a decline of 
some 25% from 1949’s volume of 1,130,000 units.” 


Textiles and Apparel 


A. W. Zelomek, president, International Statistical Bureau, 
Inc. (a talk before a private group, December 10)—‘“A 
little better year in 1950 for most sections of the textile 
and apparel industries” is expected. “By the fall . . . we 
will see men’s clothing showing an improvement. . . . In 
both men’s and women’s apparel, separates, casual clothes 
and sportswear should maintain their lead. . . Fluctu- 
ations in sales and in price should be smaller.” 

National Association of Hosiery Manufacturers (Hosiery 
News Letter, December 28)—“If an adjustment must take 


place from postwar inflation to postwar normal, then it is . 


highly desirable that an industry go through this process 
as quickly and as completely as possible. . . . This process 
in our case has been carried out during the past two years 
and we can now look forward to comparatively normal 
operations for years ahead.” 


Machinery 


Department of Commerce (press release, January 8) — 
The department predicted a good year for most industries 
making machinery, although output will be “somewhat be- 
low 1949.” It estimated production of machinery at $19 


billion for 1950 and $20.1 billion for 1949. The breakdown 
in billions of dollars: 


1950 1949 
Industrial machinery............ 10.5 10.5 
Electrical machinery ............ 6.8 7.5 
Farm machinery... ....6......0% L7 2.0 


Paper 


Paper Mill News (December 31)—Survey among top 
paper mill executives indicates optimism for continuing 
good business in the new year: P. H. Glatfelter, president, 
P. H. Glatfelter Co. believes “the first six months of the 
year will be satisfactory. Conditions in the second half are 
uncertain, but the underlying conditions are good. . . 
Albert S. Redway, president, American Paper Goods Co. - 
expects “during the first half of 1950 substantial business 
quite comparable to 1949 average, but in the last six 
months there will be a drop in buying of from 10% to 
15% as compared with 1949.” 


Food 


Department of Agriculture (Livestock and Meat Situation, 
December) —“The number of hogs slaughtered in 1950 will 
be a peacetime record; pork consumption per person may 
almost equal previous peacetime highs. The supply of meats 
other than pork will be comparatively less abundant.” 

Paul S. Willis, president, Grocery Manufacturers of 
America, Inc. (Bulletin of the National Association of 
Purchasing Agents, December 28) —“The people can expect 
a plentiful supply of all food and grocery products... . 
While there may be temporary limited supplies of some 
perishable products in the meat, dairy products and prod- 
uce lines, and a below-demand supply of coffee . . . there 
will be sufficient to go around if purchasing is done wisely. 
. . . There is little likelihood of any major change in the 
prices of retail food products.” 


Crcitz PoLLtack 
Division of Business Economics 


Business Book Shelf 


Bank Supervision, Monetary Policy and Governmental 
Reorganization—Brief summary of study made for the 
Hoover Commission on relation of federal bank super- 
vision to monetary policy. Also suggests some steps that 
could be taken to establish better coordination of the two. 
By G. L. Bach, The Journal of Finance, December, 1949. 


Future Foreign Financing—Analyzes world plans for 
economic development and suggests United States (plus 
Canada) could supply $6 billion a year for a broader and 
more fundamental program than ERP. The resulting 
patterns of world trade balances are explored. By Horst 
Mendershausen, Review of Economics and Statistics, Novem- 
ber, 1949. 


Pension and Profit-sharing Plans—Interpretations o 
Bureau of Internal Revenue rulings on pension and profit. 
sharing plans. By Arthur Stedry Hansen, Taxes, December 
1949. 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1949,” pages 36, 37) 
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Heavy engineering—Public®........ 


Heavy engineering—Private®....... 
Jistribution and Trade 


Carloadings, total**............... 


Carloadings, miscellaneous**........ 


Retail trade (NICB) (S)........... 


Department store sales (S)......... 


Variety store sales (S) 


Rural retail trade (S).............. 
Grocery chain store sales (S)’....... 
Magazine advertising linage........ 


Yommodity Prices 


All commodities (BLS)............ 1926 =100 D 
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Financial Indicators 
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SAdjusted for season variation 
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October September 
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7Grocery and combination chain store sales 
cPercentage change, October, 1948, to October, 1949 
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Economics of the Wage Freeze—IV 


Wartime Wage Control in the United States 


HIS, the fourth of a series of articles, concludes 
an historic review of the wage control programs of 
four nations during World War II.1 Each of these 
countries instituted a system of wage controls shaped 
by its own particular needs and institutional patterns. 
Canada froze wages and developed a system of la- 
bor mobilization and allocation. Great Britain de- 
pended upon control of prices to prevent pressure for 
wage increases. Germany entered the war with a com- 
pletely regulated economy in which wage freeze was 
an integral part of her over-all pattern of control. 
The United States did not freeze wages. Instead, a 
stabilization program was adopted piecemeal to fit 
particular pressures as they arose. 
An examination of this particular program as com- 
pared with that of other countries may contribute 
toward improved future policy. 


WHEN THERE WAS NO NEED 


The early war period was characterized by a mini- 
mum of control in the fields of prices and wages. 
This was, to a great extent, a reflection of the under- 
employment of the country’s resources in the imme- 
diate prewar period. 

Unemployment, in April, 1940, stood at more than 
8 million, or 15% of the civilian labor force. Steel 
production was at 61% of capacity. Industrial pro- 
duction, beginning to rise out of the lows of the late 
Thirties, had not yet begun to push existing produc- 
tion capacity. Wholesale prices were low, with the 
index in April, 1940, standing at 79 (1926=100). 

By July, 1941, industrial activity had increased 
sharply. The Federal Reserve index of industrial 
production stood at 154 (1939=100), an increase of 
35% since July, 1940. Unemployment had fallen 3 
million over the year. The first inflationary pressures 
began to develop during this period of rapidly grow- 
ing industrial output. They manifested themselves 
partly in the growth of industrial ferment, strikes for 
increased wages and union recognition, and in rapidly 
increasing labor turnover. 

The allocation of material to defense production, 
plus the increased share of total national product 
taken by the government, created scarcities in the 
civilian sector. Bidding for the available goods and 
services had intensified inflationary pressures. Whole- 
sale prices had risen about 15%. The National De- 

“Wartime Wage Control in Canada,” April, 1949; ““‘Wage Control 


in Germany,” June, 1949; “Great Britain’s Wartime Wage Policy,” 
August, 1949. 


fense Mediation Board labored to settle strikes, at- 
tacking each problem individually and not in the light 
of a broad wage program. Its success in stabilization 
was relatively limited. Average hourly earnings in- 
creased 12% from July, 1940, to July, 1941; average 
weekly earnings, 21%; and the cost of living, 5%. 

Congress, on July 30, 1941, received a bill embody- 
ing the principles of selective price control. This was 
the first recognition of the necessity for anti-inflation 
legislation. After three months of investigation and 
discussion, the House of Representatives passed the 
bill. By January 30, the Emergency Price Control 
Act of 1942 had been passed by Congress and signed 
by the President. 


THE NEED DEVELOPS 


During the Congressional hearings on price control 
legislation, proposals had been made to incorporate 
wage-control functions in the pending bill. An attempt 
to introduce an amendment freezing wages along with 
prices and rents was, however, specifically rejected. 
At the same time, a conference of industry and labor 
representatives was called by the President. Out of 
this conference came the “no-strike, no-lock-out 
pledges”—the promise that for the duration of the war, 
labor disputes would be settled without work inter- 
ruption. It was also agreed that the National De- 
fense Mediation Board should be superseded by a 
new agency responsible for the adjustment of disputes. 

The President, by executive order on January 12, 
1942, established the National War Labor Board. Four 
representatives each from labor, management and the 
public were to decide disputes not settled by existing 
methods. As it was enacted on January 30, 1942, the 
price control bill had only vague reference, inserted 


Table 1: Industrial Production 
Source: Federal Reserve Board 
Index Numbers: 1939=100; Seasonally Adjusted 


Month 1945 1944 1943 1942 1941 1940 1939 
January.....-.- 217. 225 210 168 132 113 94 
February....... 219 226 215 169 136 108 94 
Warch ieee 218 223 218 172 141 106 94 
Aprils ctor 213 Q21 219 175 138 106 91 
Maya’. sccatcusorsete 208 219 Q21 177 148 109 92 
JUNE See ae 204 218 219 179 152 114 95 
Dilys ccucrs stercate 194 213 229 182 154 114 98 
August....5.0...< 172 215 Q24 189 155 117 98 
September...... 155 213 226 193 156 119 106 
October........ 150 215 229 199 159 122 113 
November...... 156 215 229 204 161 126 115 


December...... 151 | 215 | 223 | 206 | 163 | 130] 115 
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in the Senate, to the question of wage control: “It 
shall be the policy of those departments and agencies 
of the government dealing with wages within 
limits of their authority and jurisdiction to work 
toward stabilization of prices, fair and equitable wages 
and cost of production.” 

Thus the National War Labor Board entered into 
its work without clear instructions on wage policy 
from either Congress or the President. Much uncer- 
tainty and disagreement developed, with some fac- 
tions favoring a wage freeze and others continuation 
of the case-by-case approach used by the defunct Na- 

tional Defense Mediation Board. 
_ During the first half of 1942, the National War 
Labor Board was overwhelmed by the number and 
complexity of the cases referred to it. In addition, the 
continued upward adjustment of prices added further 
difficulty to the problem of stabilizing wages. (See 
Chart 2.) 

It was still hoped, however, that wages could be 
stabilized through voluntary action. On this point, 
President Roosevelt stated, in a message to Congress 
on April 27, 1942, that legislation was not at that time 


Chart 1: Employment Status of the Non- 
institutional Population, 1940-1945 
Source: Department of Commerce 
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required to, stabilize remuneration for work. The 
emphasis was placed upon the need for an all-embrac- 
ing national economic policy to stabilize the cost 
of living, and a seven-point program designed to 
effect that objective was set forth. These points in- 
cluded the following: 


1. Heavy taxes on a personal and corporate level; 
The fixing of ceilings on prices and rents; 
Stabilization of wages; 

Stabilization of prices received by farmers; 


or mh oo 20 


Absorption of excess purchasing powers through 
heavy war-bond drives; 


6. Rationing of essential scarce commodities; and 


7. Discouragement of credit and instalment buying. 


During May and June, 1942, the board entered into 
intensive discussions of how to apply the intention 
of the President’s seven-point program to specific wage 
disputes. The concept of “standard wage” or a wage 
that was fair and equitable was evolved. The base 
date chosen was January 1, 1941. This was considered 
to mark the end of a period of relative stability of 


Chart 2: Average Hourly Earnings, Average Weekly 
Earnings, and Average Hours per Week of Pro- 
duction Workers in Manufacturing, 1938-1945 


Source: Bureau of Labor Statistics 
Index Numbers: 1939=100 
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wage rates and the cost of living. But between Janu- 
ary 1, 1941, and May 1, 1942, the cost of living index 
had risen by almost 15%. Were workers entitled to 
a wage increase of 15% to keep pace with the cost of 
living? In the early discussions of this question, the 
Office of Price Administration and Chairman Davis 
of the National War Labor Board were of the opinion 
that the real living standards of all economic groups 
were bound to fall in wartime and any effort to pre- 
vent such a fall would tend to be inflationary. 

On July 16, 1942, however, the War Labor Board 
used the full 15% in computing the wage increase 
which should be allowed to steelworkers. The board 
explained that most workers had already received 
15% increases or more, and that it would be inequit- 
able not to allow such an increase to the steelworkers. 
The Little Steel formula, generalized out of this de- 
cision, remained one of the cardinal points of the 
War Labor Board’s policy until the end of the war. 


FIND MORE CONTROLS NEEDED 


By the end of the summer of 1942, it became in- 
creasingly clear that existing stabilization efforts 
would have to be implemented if the national stabili- 
zation policy was to succeed. Average hourly earn- 
ings had increased 9% between the inception of the 
President’s seven-point program in April, 1942, and 
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October, 1942. Average weekly earnings increased 
11% and the cost of living index 3.4% in the same 
period. (See Chart 3.) 

Two factors were mainly responsible for the failure 
of voluntary wage stabilization. The increasing tight- 
ness of the labor market had led employers to raise 
wages in order to attract and hold workers. In addi- 
tion, taxes upon profits were at so high a level that, in 
effect, the government would be paying most of any 
increases granted to meet the man-power problem. 


Chart 3: Wholesale Prices and Consumers’ Price 
Index, 1938-1945 


Source: Bureau of Labor Statistics 
Index Numbers: 1939=100 
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On October 3, 1942, Executive Order No. 9250, is- 
sued under the Economic Stabilization Act, set up a 
stabilization board to develop controls and policies re- 
lated to the cost of living. Under this order, no in- 
creases or decreases in wage rates were to be granted 
by employers without the approval of the National 
War Labor Board. The board was ordered to stabilize 
wages, as far as practical, at September 15, 1942, lev- 
els. For the first time since the outset of the war, a 
government agency had significant control over wages. 
The National War Labor Board, which had previ- 
ously dealt only with the settlement of wage and 
other disputes, was now assigned the immense task of 
ruling upon all wage changes. 

The board was directed not to approve any in- 
crease in the wage rates prevailing on September 15, 
1942, unless the increase was necessary to correct 
maladjustments or inequalities, to eliminate substand- 
ards of living, to correct gross inequalities, or to aid in 
the effective prosecution of the war. In defining this 
order, the board ruled, in part, that “if a group of 
employees had received increases amounting to 15% 
in their average straight-time rates over the level pre- 
vailing on January 1, 1941, the board will not grant 
further increases as a correction for maladjustments.” 

During the period from October, 1942, to March, 
1943, a significant number of wage increases were 
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authorized or ordered by the board to correct inequal- 


ities or gross inequities in wages. The cost of living 
continued to rise through this period. By March, 
1943, it stood 3.2% above October, 1942. 

On April 8, 1943, Executive Order No. 9328 was is- 
sued, substantially limiting the wage-rate increases 


which could be approved by the National War Labor 


Board. No further wage increases were to be granted 
that might have any significant effect upon prices. 
The War Manpower Commission was, in addition, 
granted authority to reduce the extent of worker 
transfers caused by employer bribes of higher wages. 
Finally, attempts were made to control the principal 
source of wage adjustment from October, 1942, to 
March, 1943—the correction of interplant or imtra- 
plant inequalities. 


LABOR THE CRUX 


The United States did not institute a system of 
rigid man-power controls. At no time during the war 
was there an all-inclusive program of compulsory labor 
allocation. Attempts to establish such a program 
failed. At no time was there a program of labor 
concentration. There was little effective control over 
a worker wishing to leave even an essential job and 
little or no control over shifts in employment from 
nonessential to essential work. There was little or no 
real effort to bring the work to the source of labor, 
and no real attempt to force labor to move. 

Some attempts to allocate man-power resources in 
the prewar and early war period were not particularly 
effective; too many agencies were working at cross 
purposes. The Selective Service Commission, various 
government war agencies, the United States Employ- 
ment Service and the Navy and War departments 
were interested in the labor supply problem only as 
it affected their particular functions. This created a 
situation whereby each group was working counter 
to the others. 

During 1940 and 1941, the only extensive man- 
power controls were those introduced by the Selective 
Service Commission in drafting for military service. 
No controls over industrial and agricultural labor 
existed. With large reserves of man power available, 
the need for controls had not, as yet, become pressing. 

As the pool of available unemployed shrank by 
some 3 million, the practice of hiring away other 
firms’ workers grew. The “quit rate” per 100 em- 
ployees in manufacturing grew at approximately a 
geometric rate of increase from 1940 to the end of 
1942, indicating a tendency toward labor piracy. 


QUIT RATE PER 100 EMPLOYEES PER MONTH 


January 71940 is mown eels eee 0.66 
January; 1941 022 Ss ta wee th< Cacti ccee tae 1.81 
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Separations for other reasons were substantially 
: stable, at 2.7 throughout the decade just ended. 


The organization of the War Manpower Commis- 
sion in April, 1942, arose in large measure out of this 


-need for effective centralized control of the available 


labor resources. The agency was formed merely as a 
policy commission, superimposed over existing labor 


_ control agencies. By Executive order on December 5, 
- 1942, it became an operating agency with a clear man- 


date to regulate the hiring of labor for civilian work 
through the employment service and to control the 
recruitment of military man power through the Se- 


_ lective Service System. 


The War Manpower Commission attempted to dis- 
courage employee transfers that were not in the inter- 
est of a better distribution of labor. A plan for sta- 
bilization of the labor force was announced on Febru- 


ary 5, 1943. Workers engaged in essential activity 


could be hired by a new employer in another essential 
activity only when the worker had obtained a certifi- 
cate of availability from the United States Employ- 
ment Service or his former employer. On April 17, this 
system was extended by prohibiting the hiring of any- 
one at higher wages who had been employed on essen- 
tial work in the last thirty days. 


PRIORITIES TO JOBS 


By the fall of 1943, everyone who wanted a job had 
a job. The campaign of door-to-door recruiting of 
labor conducted by the War Manpower Commission 
and the Civil Service Commission yielded few results. 
In February of that year, the increase of the work 
week to forty-eight hours, where state regulations 
permitted, was the last effective measure taken to 
make additional labor resources available. 

This was stated positively by the Civilian Produc- 
tion Administration: “As 1943 drew to a close it was 
apparent that man power was probably the most 
critical factor in all phases of the war production 
program.”’! It was not so much a problem of total 
labor supply but rather a question of maldistribution 
of the labor force, both geographically and industri- 
ally. 

Labor scarcity was most severe on the Pacific Coast 
and in the northeastern states, the greater concentra- 
tion of war contracts and military installations occur- 
ring in these areas. Attempts were made to remedy 
these shortages by shifting certain nonwar industries 
from shortage areas into regions with adequate labor 
supply, but they failed. 

When labor shortages caused airplane production 
on the Pacific Coast to fall seriously behind schedule, 
Bernard Baruch was called in to investigate and 
formulate a program for action. The plan formulated 


‘by Mr. Baruch was approved in September. It in- 


1Civilian Production Administration, ‘Industrial Mobilization for 
War,” vol. 1, p. 714. 


volved the adjustment of production programs, in five 
key areas on the West Coast, to available labor sup- 
plies. Among its major provisions were the following: 
(1) new contracts which would require additional 
labor would come under review; (2) a program for 
redistributing production from one area to another to 
bring labor requirements within bounds of available 
supply; (3) controlled referrals of workers to plants 
were to be made on a priority basis. To aid this pro- 
gram, the Selective Service Administration was to give 
special consideration to critical occupations in high- 
priority establishments. 

Certain features of the West Coast program were 
adopted in other critical areas during the winter of 
1943-1944. By May 15, 1944, ten areas outside the 
West Coast had established controlled referrals, man- 
power priorities and employment ceilings. The pro- 
grams for each area developed differently, depending 
primarily upon how much control could be installed 
by the War Manpower Commission without incurring 
too much political opposition. These programs, de- 
veloping on a nationwide basis, had some important 
results. One was that a larger portion of man power 
was channeled through the USES to high-priority 
plants. More realistic appraisals of man-power re- 
quirements and more economic use of labor resulted 
from setting an employment ceiling. And in placing 
war contracts, consideration was given to the problem 
of scarce labor supply. 

These programs, however, did not solve the funda- 
mental problems of man-power control that had 
existed since 1943. Neither did it solve the turnover 
rate, which had reached 8.6 employees per hunderd 
per month in September, 1943 (the equivalent of a 
100% turnover in a year). And shortages of man 
power continued to develop in essential work. These 
problems were not resolved until the pressure of war 
was lifted. 


LESSONS FROM EXPERIENCE 


The National Wage Stabilization Program basically 
rested upon two concepts: (1) that wages would be 
stabilized rather than frozen; and that (2) stabiliza- 
tion was to apply to wage rates rather than earnings 
or take-home pay. 

These ideas provided the framework for stabiliza- 
tion policy and played a great part in determining 
the nature of the future program. 

In the words of the agency?: “The War Labor Board 
did not attempt to stabilize take-home pay. It deter- 
mined that the price of labor had to be stabilized apart 
from take-home pay not only for administrative rea- 
sons but because a worker was entitled to receive more 
money for more work under a unit price for his labor 
which was equitable. The wage rate, moreover, could 


1United States Department of Labor, “The Termination Report, 
National War Labor Board,” vol. 1, p. 537. 
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not fluctuate up and down depending upon hours 
worked per week.” 

The ultimate aim of stabilization, therefore, was 
control of wage rates. 

Three general periods in stabilization history are 
evident. Up until January 12, 1942, the economy was 
allowed to expand virtually without hindrance. From 
January 12, 1942, the date of inception of the Na- 
tional War Labor Board, to October 2, 1942, wage- 
rate stabilization was on a voluntary basis, the au- 
thority of the board being limited to dispute cases 
certified to it by the Secretary of Labor. Only in the 
period from October 2, 1942, to the end of the war 
did the government have an effective wage-stabiliz- 
ation program. 

From January, 1941, to October, 1942, urban wage 
rates! rose 17% for the “all-manufacturing” group. 
(See Table 2.) General wage increases? were the main 
source of increase during this 21-month period, this 
segment increasing 12.6%. During the period of War 
Labor Board control from October, 1942, to April, 
1945, total increases in the urban wage-rate series 
equaled 13.2%. The relative amount of increase 
caused by general wage changes sharply declined to 
3%. The 10% differential reflected individual wage- 
rate adjustments and nonwage-rate increases. The 
relative importance of these factors in the latter period 
was caused by the more rigid control over general 
wage-rate increases. 

It may be concluded that the National War Labor 
Board did significantly restrain upward adjustments 
in wage rates during the period of its control. Total 
increases amounted to 17% in the twenty-one months 
before stabilization, and only 13.2% in the thirty 
months under stabilization. It should be kept in mind, 
moreover, that shortages of man power and competi- 
tion for the available labor supply grew more intense 
as the war proceeded, increasing the pressure upon 
wage rates. 


RATES vs. EARNINGS 


Stabilization of wage rates did not, however, sta- 
bilize earnings. Several factors in addition to wage 
rates enter into the computation of earnings. Premium 


1The urban wage-rate series measures changes in the average wage 
payment per hour of work, excluding premium pay for overtime and 
for shift differentials. It excludes the effect of changes in the relative 
importance of various occupations within an industry and in the 
distribution of labor among industries and areas. This series is, 
therefore, close to being a measure of the change in basic wage rates. 
However, certain nonwage-rate factors appear, the most important 
being changes in output of pieceworkers; changes in the liberality of 
administrative policy with respect to individual increases for merit 
or length of service; the manner of classifying particular jobs; and 
the manner of adjusting piece rates. 

Because the output of pieceworkers increased during the war and 
management policy was liberalized, the increase in urban wage rates 
was larger than the increase in basic wage rates. Data are available, 
however, on the change in urban wage rates caused purely by general 
wage increases. 

"General wage changes are those which affect 10% or more of the 
workers in a given establishment. 


Table 2: Urban Wage Rates 
Source: Bureau of Labor Statistics 
Index Numbers: January, 1941=100 


Changes Caused 


Total Exclusively b: 
oath Changes | |General weed 

Increases 
January, LOATSS ie eho cins eres 100.0 100.0 
QOétober,) 1942. tee eres or tee saan, © 117.0 112.6 
April’ 1040. oe eee ere 120.5 113.8 
October 1943. ers eee eee oe 125.1 114.4 
April, 19442 Sothaveare iors beaters ieertey$ 127.5 115.0 
October) 1944 teyaige ceinn eines eas. 130.2 115.5 
April: 194555 Saher cas feeeireene 132.4 116.1 
Octobers 1945: 72 sa aia eee ea as 135.6 118.5 

Table 3: Real Hourly Earnings 
Source: Bureau of Labor Statistics 
Index Numbers: 1939=100 
; Real 
Year Hourly Earnings 

1989 ae era vd ic abel wo tte ear ORR ORF el viele aete 5 eset Crete 100.0 
LOADS A kero ote enor Sie ee ete eh. Siocon 103.6 
VOM Baan We iigcerae Butane Rikon ceaele nelle ties Sate aes 108.9 
fe 2 res en ete ai an ot a eto ea Chee nc coc cad 115.0 
1948 2 nS Se So erate reat eaters, Sateen tee etaietie 122.1 
V4 ee ee ee Tee See Sieben ne ohne hans alsa aleve ts tale isis 127.5 
LY CR ent ad ea RL CAR Si caceitan Gkcitet tevcre 125.1 


pay for overtime or night work, shifts to higher- 
paying jobs or industries all affect average hourly 
earnings. Average weekly earnings are the result of 
average hourly earnings and hours worked per week. 
In the period from January, 1941, to October, 1942, 
average hourly earnings increased 30.7% compared 
with an increase of 17% in urban wage rates. Aver- 
age hours a week increased 11.8% in that period, and 
average weekly earnings, 46.0%. 

The percentage changes in the two periods, January, 
1941, to October, 1942, and October, 1942, to August, 
1946, in urban wage rates, average hourly and weekly 
earnings, and average hours a week were: 

Urban Average Average Average 


Wage Hourly Hours Weekly 
Rates Earnings per Week Earnings 


January, 1941—October, 1942... +17.0 +30.7 +11.8 +46.0 
October, 1942—August, 1945.... +13.2 +414.7 = Ola) +7.3 

Factors such as interindustry shifts, overtime, up- 
grading, etc., which cause the difference between wage 
rates and hourly and weekly earnings, were more pre- 
valent in the early months of the war, giving rise to a 
relatively greater differential in the earlier period. 

The cost of living, in the period January, 1941, to 
October, 1942, rose 18%. The increase in hourly earn- 
ings, however, more than made up for this increase in 
prices. Real hourly earnings (average hourly earnings 
adjusted by the consumer price index) rose 11% in 
this period. Real earnings continued to rise after sta- 
bilization, increasing 5.5% from October, 1942, to 
August, 1945. (See Table 3.) 


Martin STo.tuer 
JoserH S. ZEISEL 
Division of Business Economics 
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Earnings, Hours and Employment Trends 


OVEMBER earnings and employment statistics 
; in manufacturing showed a general decline from 
» October levels. Production-worker employment 
dipped for the second consecutive month. Earnings 
|.and hours, as well as industrial production, also con- 
' tracted between October and November, resulting in 
a pattern that reflected secondary effects of the steel 
and coal disputes, as well as sharp seasonal reductions 
of various manufactures. 

In contrast to the all-manufacturing picture, dur- 
able goods industries reported a predominance of ac- 
cessions in November. This followed a sharp drop 
in the number of workers caused by the industry- 


Number of Production Workers in Durable 
and Nondurable Goods Industries 
Source: Bureau of Labor Statistics 


wide United Steelworkers’ walkouts during October. 
The level was still 6.3% below that of September, 
however, and 18.1% lower than in November, 1948. 
Resumption of steel production raised primary metal 
employment 27% over the month. However, the 
manufacture of transportation equipment, especially 
automobiles, was seriously curtailed by the shortage 
of steel supplies. The industry group’s total number 
of production workers was diminished by 104,000 per- 
sons, or 10.5%, while the corresponding drop in 
production, as reported by the Federal Reserve Board, 
amounted to more than 13%. 


SEASONAL DECLINES 


The seasonal lag in demand had a visible effect on 
nondurable goods industries in November. Food and 
apparel were outstanding examples, with 90,000 


4 bei workers released because of a lull in food-processing 
activities and 78,000 layoffs reported in garment 
factories as a result of an in-between season slowdown. 
An October-to-November employment decline also 
prevailed in leather and tobacco manufactures. 


The size of the average pay envelope among pro- 
duction workers was reduced by almost a dollar in 
November, the result of lower hourly earnings and a 
shorter work week. According to the Bureau of La- 
bor Statistics, all industries, with the exception of 


DURABLE 


an Nh textiles, showed a decrease in actual working time, 
wa oS . 
NONDURABLE the over-all change totaling a half hour. 


EvizasetH M. CaAseELuLi 
Statistical Division 


1948 1949 


EARNINGS, HOURS, EMPLOYMENT, PAY ROLLS, PRODUCTION WORKERS, 
MANUFACTURING INDUSTRIES! 


Source: Bureau of Labor Statistics 


Durable Goods Nondurable Goods 


All Manufacturing Industries 


Indexes 


Date 
ver: vi = ver: r 
| elim tale rele ee eet teeth weet [Swear fc dlonrly Weekly 
J Earnings | Earnings Hours Earnings | Earnings Hours Earnings Hours 
Employment] Pay Rolla 

1948 October.......... $1.390 $55.60 40.0 157.6 366.7 $59.50 40.7 $1.302 39.1 

November........ 1.397 55.60 39.8 155.9 362.8 59.11 40.4 DSLT 39.2 

December........ 1.400 56.14 40.1 153.5 360.7 59.67 40.7 1.319 39.3 

1949 January.......... 1.405 55.50 39.5 148.9 345.9 , 58.83 40.1 1.327 38.7 

iRebruaryae.: 1.0 st 1.401 55.20 39.4 147.4 340.4 : 58.49 39.9 ILE ES) 38.8 

Marchiyeecs tee: 1.400 54.'74 39.1 145.3 332.8 : 57.83 39.5 1.323 . 38.6 

April ircoetenys 1.401 53.80 38.4 141.8 319.2 ‘ 57.21 39.0 1.321 37.6 

Maye eerie 1.401 54.08 38.6 138.2 312.8 : Dime 39.0 1.323 $8.1 

WUNGr erates ce 1.405 54.51 38.8 138.4 315.7 ; 57.82 Ses 1.324 $8.5 

Say Ales ce ie Sine 1.408 54.63 38.8 136.9 $12.8 : 57.31 38.8 1.332 38.7 

ATIPUISE Asan cet 1.399r 54.'707 39.1 141.Ir 323 .0r 5 57.89r 39.3r 1.319 38.9 
September....... 1.407 55 .'72 39.6 143.7r 335.0r ; 58.84r 39.7 1.328 39.6r 

October... acsn 1.392 55.26 39.7 138.9 321.3 ‘ 58.03 39.8 1.326 39.6 

Novemberp....... 1.389 54.45 sop EVA aS Tasca 5 I era é 56.85 39.1 1.321 39.2 

‘tRevised series pPreliminary estimate rRevised 
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What Executives Say: 


How Directors Are Elected and Paid 


PRIMARY PRODUCTS 
Air-conditioning Equipment: Fees for Inside Directors 


“Meetings are frequently held at other than regular 
office hours, or often extend beyond them. This has 
brought about the practice of awarding attendance fees 
to all directors and the secretary for each meeting attended. 
This, of course, is not a measure of their responsibilities, 
or services rendered. The fees paid both in 1945 and in 
1938 were $20 for each meeting attended.” 


“Outside directors receive a fee of $100 for each meeting 
called by the board chairman. Inside directors do not 
receive a fee or extra payment. Directors are not paid an 
annual retainer; the fees are payable on the date a di- 
rectors’ meeting is called. Attendance is not required to 
receive a fee. In 1945 the fee of a director was the same 
as it is today; in 1938 a director’s fee was $20.” 


* * * 


“There are nine directors on our board. At the present 
time, five are full-time, paid employees. We have no women 
directors. We have three committees: executive (provided 
for by the by-laws); building and equipment, and credit 
committees. The writer prefers boards-of seven, nine or 
eleven directors, with a majority of them not full-time em- 
ployees.” 


“There are presently ten directors on our board. Two of 
the members are employees. There are no women on our 
board. We have three committees within the board, a fi- 
nance committee, a committee of directors emeritus, and 
a special committee. Our experience indicates that a board 
of ten members is both desirable and adequate. In 1936, 
we had sixteen board members; the number was later re- 
duced to nine, then increased to ten.” 


Auto Equipment: Fees Increased 


“Directors are currently being paid $100 a day for attend- 
ance at meetings. No payments of any kind are made to 
inside directors. Outside directors are paid an additional 
$1,000 a year in addition to regular attendance fees. These 
fees compare with $50 a meeting paid in 1938 and $100 in 
1945, without any additional compensation. In addition, 
a special honorarium has occasionally been voted to a di- 
rector for special services rendered.” 


“No fees are paid to outside directors.” 


“Fees paid are $100, plus traveling expenses for directors 
living over sixty miles from the main office. No fees are 
paid to the three salaried officers who are members. No 
annual retainer is paid.” 


“Outside directors receive a fee of $100 for each meet- 
ing attended. At a board meeting on November 3, 1949, 
the payment was extended to inside directors. No retainer 
is paid, and attendance is necessary. In 1938, the fee was 
$25 for each outside director; in 1945, it was $50.” 


“Directors not otherwise on the pay roll are paid at the 


rate of $2,400 a year—$200 a month, whether they attend 
meetings or not. Fees were $3,000 a year in 1945 and $600 
in 1938.” 


* * * 


“We presently have seven directors, of which only the 
president is a company-paid employee. There are no women 
on our board. The only operating committee is the salary 
committee. However, from time to time, special commit- 
tees may be set up by the chairman of the Board to ac- 
complish special directives. The present number of directors 
on our Board is adequate and necessary, inasmuch as it 
permits us to include persons from various types of manu- 
facturing concerns and financial advisors. Also, a quorum 
is more easily attainable with a board of seven directors. 
We arrange our meetings at such times as we are assured 
the greatest attendance by the directors.” 


“We have seven directors on our board. Three of them 
are paid employees. There are no women on our board. 
We have no regular committees, but a committee is some- 
times appointed to report back to the board on a certain 
matter. Our feeling is that a board of from seven members 
to nine is the most desirable size for a company like ours.” 

“There are five directors on our board, of which two are 
full-time employees. There are two women on our board. 
We do not have any committees.” 


“We have seven directors; three are paid employees, and 
there are no women on our board. We have a finance com- 
mittee, a salary committee and a special compensation com- 
mittee. We believe that if they are of the proper caliber, 
a board of seven members should suffice.” 

“We have twelve directors, of which six are full-time 
employees. We have no women on our board and no com- 
mittees.” 


“We have eleven directors. Four of the eleven are paid 
employees. We have never had any women on our board.” 


“There are eight directors on our board, of whom three 
are employees. There are two women on the board, both 
of whom represent substantial stock interests. There are 
no committees. We feel a board of about seven members, 
composed of three inside directors and four directors repre- 
senting varying business and professional viewpoints, is de- 
sirable for a company like ours.” 

“We have fifteen directors, of whom the president is the 
only full-time employee. There are no women on the board, 
but we have an executive committee which serves between 
directors’ meetings in case of emergencies.” 

“A director holds his office for the calendar year follow- 
ing the annual meeting of the stockholders, or until his 
successor is elected and qualifies. The average age of our 
directors is fifty-seven. We have no compulsory retire- 
ment plan. Cumulative voting is permitted in the election 
of our directors although it has never been invoked.” 


“Directors hold office for one year. Terms of office are 
not staggered. The average age of our directors is about 
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fifty-eight. We have no compulsory retirement plan. 
Under the Michigan code, we have cumulative voting 
rights.” 


“A director holds office for one year and the terms of 
office are not staggered. The average age of our directors is 
forty-nine. No formal compulsory retirement plan is in 
effect, but it is generally understood that retirement is to 
take place at age sixty-five since this fits in with our exist- 
ing pension plan.” 

Electrical Appliances and Supplies: 1945 Fees Still 
Prevail 


“Our directors receive an annual fee of $1,200. The same 
arrangement was in effect in 1945. In 1938, the directors 
received $50 for each meeting attended.” 


“We pay our outside directors $50 a meeting. There is 
no extra payment made to inside directors as recognition 
for their responsibilities. The fees are paid for each 
meeting attended. We had no outside directors in 1938; 
we did in 1945 and the fees were then the same as now.” 


“Our directors receive a fee of $40 for each meeting they 
attend. This is the same as was paid in 1945 and twice 
that paid in 1938. The inside directors receive no fees.” 


“Our outside directors are paid $25 for each meeting 
that they attend. This applies to local directors. Outside 
directors who live at some distance from the plant town are 
also reimbursed for traveling expenses.” 

* * * 


“We have nine directors on our board, seven of them 
full-time employees. We do not have any women on the 
board. We have executive, finance, salary, profit-sharing 
and pension committees within our board.” 

“There are eight directors. Two of them, the chairman 
and the president, are employees. There are no women 
on our board. We have no standing committees, although 
committees are appointed from time to time as the need 
arises. The size and composition of the board have proved 
very satisfactory.” 

“There are nine directors, three of whom are employees. 
There are no women on the board but we would not ob- 
ject to a woman as a director provided she had the neces- 
sary qualifications. A committee within the board deter- 
mines what contributions are made for charitable purposes; 
and from time to time special committees, such as one for 
determining salaries paid to officers, are appointed. We 
feel that a board of nine, eleven, or fifteen members is suft- 
ciently large for a company of this size. Since it is difficult 
to obtain good directors, we have limited our board to 
nine.” : 

“We now have nine directors, although the by-laws allow 
for twelve. Three are employees. The board includes no 
women. We have a salary committee, consisting of the 
president (a director) and two outside directors. The 
board as now constituted (with a minimum of nine and 
maximum of twelve and with at least two thirds of the 
members outside directors) seems to be just right for our 
company.” (Assets of $22 million.) 

“We have twelve directors on the board. Three of the 
twelve are full-time paid employees. There are no women 
on the board. There are two committees of the board—an 
executive committee consisting of the three inside directors 


(which is entirely inactive); and a salary committee com- 
prised of the chairman, the president and two outside di- 
rectors.” 


“We have nine directors on our board, of whom three are 
employees. There are no women on our board. We have no 
committees within our board. I believe that a nine-man 
board is about the proper size for a company like ours 
and that it should include financial, legal, production, sales, 
engineering and personnel representation. I believe, too, 
that the board should be well balanced with regard to in- 
side and outside directors.” 


METAL MANUFACTURES 
Electrical Machinery: Small Board Found Efficient 


“We are a medium-sized company with no outside direc- 
tors. We have three directors on our board who are employees. 
Our present board is the smallest it has ever been and, we 
believe, the most efficient.” 


“By necessity, all directors are currently informed on the 
daily operations of the enterprise, which saves much time 
and enables us to make our decisions more rapidly than 
would otherwise be possible.” 


* * * 


“We have twelve directors on our board. Of these, three 
are employees. We do not have any women on our board. 
The only committee that serves in an executive capacity dur- 
ing intervals between meetings is an executive committee. 
This committee is elected annually by the board and comprises 
not fewer than three nor more than seven of their number, 
who, together with the president and chairman of the board, 
if there be one, constitute the executive committee. Fees are 
fixed by resolution of the board.” 


“For our corporate operations and management control, 
we have found during the past several years that a board of 
twelve members functions very well. Several years ago we 
had fifteen members on the board, but this number was re- 
duced to twelve by amendment of our by-laws in May, 1942.” 


“We have nine directors; three of them are employees. 
There are no women on our board. The only committee we 
have is the executive committee, which can act between 
board meetings if necessary. However, any action it takes 
must have the approval of the board. Our idea of a board is 
to have three directors representing management, three the 
stockholders, and three who may be small owners of stock but 
who have broad business experience and responsibilities in the 
business world. These last three directors give general advice. 
The three groups give us good checks and balances, and seem 
to make the most desirable combination we have ever had.” 


Foundries: Prefer Members from Company 


“Directors receive $50 for attending a meeting. This has 
been the custom for many, many years. We have only three 
directors. Two of them are stockholder managers and the 
other one is our paid counsel. There are no women and no 
committees within the board. We feel that considering the 
size of this company and the fact that the stock is closely 
held, we have the proper size of board.” 


* + & 


“The board holds office for a period of three years. The 
average age is approximately fifty-eight. We do not have a 
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compulsory retirement plan. The selection of any new 
director is based upon an unanimous vote.” 

“Our two outside directors have been selected from the 
banking and the legal professions. In our industry, the board 
which functions most efficiently must be drawn directly from 
aggressive individuals within our own company or at least 
within the industry. It is our feeling that the selection of 
directors from unrelated industries has not proved too 
successful.” 


Hardware: Recent Change in Compensation 


“Outside directors of this company are paid $1,000 a year. 
No payments are made to directors otherwise compensated 
by the company. The $1,000 is an annual fee, irrespective of 
meetings attended. This schedule was adopted at the begin- 
ning of our 1948-1949 fiscal year. Previously, outside direc- 
tors were paid $50 a meeting.” 


ee AC 


“There are seven directors on the board. Four are full- 
time employees of the company and three are outside direc- 
tors. There are no women on the board. The only committee 
within the board is the salary committee. We believe that 
for a company of our size not more than nine directors make 
a suitable board.” 


Heating and Plumbing: Three-year Term for Directors 


“Our current fee is $50 a meeting. This is not paid if the 
director is not present. We meet once a month. The same 
fee is paid to both inside and outside directors. This fee was 
increased from $25 several years ago.” 


“Our company has twelve directors. At the present time, 
six of them are outside directors and the others are part of the 
management of the company. No fees or extra payments are 
made to inside directors. A fee of $20 is paid outside directors 
for each meeting attended. We do not pay any retainer. In 
1938, our fee was only $10 a meeting; in 1940 this was in- 
creased to $20. We do not have any women on our board.” 


“We pay the same fee to all directors attending the meeting. 
This fee is $50 a meeting. We ordinarily hold five meetings a 
year. These are the same fees as we paid both in 1945 and 
1938. In addition, of course, we compensate the directors for 
their expenses in attending the meetings.” 


* & 


‘We have five directors, three of whom are employees. All 
the directors are men, although we have had women on our 
board from time to time. In view of the small number of 
directors, we do not operate through board committees.” 


“There are only two formal committees. One is the execu- 
tive committee which consists entirely of ‘inside’ directors. 
This meets regularly weekly and also has frequent special 
meetings. The by-laws read that the executive committee 
shall consist of from three to six members and we currently 
have five members on the committee. However, at meetings 
of the executive committee other members of management 
are frequently asked to attend. The other committee is the 
salary committee consisting of the chairman, the president, 
the treasurer and two outside directors. This committee 
recommends to the board the salaries of the president and the 
vice presidents. It meets upon the call of the president.” 


“Our board consists of thirteen directors, of whom seven 
are operating officers. There are no women on the board and 


the only committee is one which acts upon bonus payments 
to the officers of the company. This committee is comprised 
of nonoperating directors.” 

“By-laws provide for a board of not less than seven nor 
more than fifteen members. There are thirteen members at 
the present time. Of this number, four are employees. We do 
not have any women on our board. The only committee is 
the executive committee.” 


‘We have fourteen members on the board. It is limited by 
our by-laws to seventeen. Of these fourteen directors, four 
are employees. There are no women on our board. We have 
an executive committee comprised of seven members. Two 
of them are employees. Four of the seven members who are 
not otherwise compensated with salary are paid $5,000 a year, 
plus their expenses for attending meetings. We believe that a 
board of approximately our size is the best for the company. 
A smaller one may have difficulty in getting a quorum; a 
larger one tends to be unwieldy. From time to time, we set 
up special committees for specific purposes, such as the 


auditing, ete.” 
* * * 


“Directors are elected to serve until their successors are 
chosen. The full board comes up for reelection at each annual 
meeting. Ordinarily, membership does not change with great 
frequency. The average age of our directors is fifty-two. We 
do not have a compulsory retirement plan which affects 
directors. Cumulative voting is permitted.” 


“Directors are elected annually for one year. The terms 
of office are not staggered. The average age is about fifty-five. 
We have no compulsory retirement plan. Cumulative voting 
in election of our directors has never been used.” 


“Our directors are divided into three classes each serving 
for a term of three years but with the terms staggered so that 
one expires each year. Other than this, there is no limitation 
on the term of office.” 


Industrial Machinery—General: Outside Viewpoint 
Valued 


“Outside directors of our corporation are paid an annual 
retainer of $1,200 and a fee of $25 for every meeting attended. 
Inside directors are paid a fee of $25. No directors received 
any annual retainer prior to 1949. Both the 1945 and the 
1938 directors received a fee of $25 for each meeting.” 


“Our outside directors receive a $25 fee for each of our 
monthly directors’ meetings. The fee is forfeit in case of in- 
ability to attend a meeting. Inside directors receive the same 
$25 fee. There are no other fecs or retainers paid to any 
director either inside or outside for their directorship respon- 
sibilities. This $25 fee is approximately the same as was paid 
in 1945 and in 1938.” 

“We pay only a nominal fee to our outside directors. Those 
in the community receive only $25 a meeting. Two live thirty- 
five miles away, and we give them $10 extra traveling ex- 
pense. No extra fees or payments are made to inside directors. 
We paid no fees prior to 1946.” 


“Our fee to outside directors is $25, paid only for each meet- 
ing attended. For special reasons, our fee had been $50 for a 
number of years prior to 1947, but it was reduced early in 
that year following the resignation of the only director who 
received a fee.” bs 

* * 


“Our board has sixteen members, thirteen of which are 


: 
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_ employees of the company. There are no female directors 
The only committee we have is the executive committee 
- consisting of seven members. This committee is made up of 
the chairman, the president, the executive vice president, the 
senior vice president, two operating vice presidents and the 
executive vice president of the principal subsidiary. The 
vice president and treasurer, who is also a director, is secre- 
tary to the executive committee.” 

“As to the composition of a board for a company like ours, 
we believe we should obtain the benefits of the outside view- 
point of responsible individuals. Two of our three directors 
are important executives of large industrial concerns in this 
vicinity. We also believe that each principal line of activity 
should be represented. Because of our several lines of activ- 
ity represented by divisions and subsidiaries, the total number 
on our board is somewhat larger than it might otherwise be.” 

“We have twelve directors, of whom eight are employees 
and four are outside members, one of them a retired president 
of our company.” 

“The present size and composition we regard as ideal for 
our company.” 

“Our outside directors take quite a close interest in the 
company’s operations and are quite often found visiting the 
plant. Each director is sent a ‘Report to the Directors’ about 
a week before each monthly meeting. This gives them an 
opportunity to get acquainted with the latest operation data 
before coming to the meeting.” 


pe iy Seat 


“Directors are elected each year. We do not stagger terms 
of office. The average age of our directors is about sixty-one. 
(This average is pulled up considerably because of the presence 
on the board of one director eighty-seven years of age.) We 
do not have a compulsory retirement plan for directors. We 
do not employ cumulative voting in electing our directors.” 


Instruments and Controls: Fees the Same as for 1945 


“Our outside directors are compensated at the rate of $100 
a meeting attended. No fee or extra compensation is paid 
to our inside directors. The same was true in 1945. In 1938, 
our directors served without compensation.” 

“We pay no fees to any of our directors. We have one 
outside director who is not an employee, and while we have 
on our minutes the authority to pay all directors, we have, so 
far, never exercised that authority. Should we exercise this 
authority, our thinking on the matter would be $25 a 


meeting.” 
a 12s 


“We have seven directors, two of whom are employees. 
There are no women on our board. We have no committees. 
We find that the size and composition of our present board 
serves our purposes very well.” 

“We have fifteen directors, of whom seven are employees. 
We have no women on the board. We have a standing finance 
committee and a salary committee made up of directors; 
also from time to time special committees are appointed for 
specific purposes.” 

“My own personal opinion is that for the size of our com- 
pany the number on our board is on the high side.” 

“We have five directors, all employees of the company. 
There are no women on the board, nor are there any commit- 
tees. Actually, all our five directors, with two or three other 


department heads, meet daily in what is termed unofficially 
an executive committee meeting. They meet at nine a.m., 
and they conduct most of the business of the company. Such 
actions as it takes which require official action are confirmed 
at the next meeting of the board.” 

“We have four men on the board. Three are employees. 
We have no committees. Our view is to keep the directorship 
as small as possible, and to have not only the important stock- 
holders and officers on the board, but also one or more out- 
siders whose experience will contribute to the welfare of the 
organization.” 


Industrial Machinery—Specialized: No Pay for Inside 
Directors 


_ “We pay outside directors a fee of $100 and traveling 
expenses for each meeting attended. This compares with $50 
paid to directors for each meeting attended in 1945 and $20 
in 1938. Inside directors are not paid for attending directors’ 
meetings.” 

“Outside directors are paid a quarterly fee of $250. No 
inside directors receive compensation as directors. The quar- 
terly fee paid outside directors is paid regardless of attend- 
ance—which, however, is excellent. The fees are identical 
with those paid in 1945 and 1938.” 


td ay Paty ted 


“A Board of Directors should not exceed nine in number 
and should be composed of from one third to one half inside 
directors.” 

“We have twelve directors. Of these, seven are employees. 
Within our board we have an executive committee and an 
officers’ salary committee. In regard to size, I believe a 
moderate-sized board is better than a very large one. Our 
board today is about half the size of what it was twenty 
years ago.” 

“As to composition, I believe the board should have the 
leading executives of the company, so all of our vice presi- 
dents, of whom there are four, are members. One head of a 
department who is not a vice president, also belongs, as well 
as the manager of one of our branch offices who has been with 
the company many years.” 


Machine Tools: Little Turnover in Board Personnel 


“Our outside directors are paid $20 for attendance at each 
meeting. There are no fees or extra payments made to inside 
directors. In 1938, all directors, both inside and outside, 
received $10 for each meeting attended. In 1945, $20 was 
paid. In 1946 and 1947 (fiscal years), losses were suffered 
and during that two-year period all directors’ fees were dis- 
continued. We began making payments again in 1948 of $20 
for every meeting attended, to only the outside directors.” 

““We pay a fee of $25 a meeting to each attending director, 
and have paid this same fee for forty years. We have made 
no change in it. Directors are paid only upon attendance at 
the meeting, and all directors are paid regardless of their 
connection with the company.” 


OCR Te 


“Our board is made up of ten members, five of whom are 
employees. There are no women on the board. The only 
standing committee is a salary committee made up of outside 
directors who determine the salaries of the officers. We be- 
lieve our board is large enough. We have no particular con- 
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victions on the subject other than that in as highly a special- 
ized business as ours we believe at least 50% and probably 
more of the directors should also be officers or at least men 
who have worked many years for the company.” 


“The board consists of twelve members, six of whom are 
salaried officers or employees and six outsiders. One of the 
outside directors is a retired officer. There are no women on 
the board. The only committees are an executive committee 
and a new products committee. Each of these is composed 
of four officer directors and one outside director. The board 
has power to appoint directors to fill vacancies occurring 
between annual meetings; however, this power has not been 
exercised within the past few years. We find the present size 
and the balance between outside directors and officers of 
the company quite satisfactory.” 


ee ae 


‘All directors are elected for a term of one year. For this 
small corporation, the directors are usually reelected each year 
until such time as a change is deemed advisable. The average 
age of the directors is forty-one. We believe that any board 
of directors should be made up of a certain number of outside 
members who are well-qualified in fields related to our 
operations.” 


“Directors hold office for one year at a time, subject, 
naturally, to reelection. The average age is approximately 
sixty-three. We do not have a compulsory retirement plan. 
Cumulative voting is possible under Ohio law, but we have 
never used it.” 


“Our directors are elected annually at the annual meeting 
and hold office for one year. No cumulative voting is per- 
mitted. The officers of the company who are on the board 
(with the exception of the chairman) are participants in a 
retirement plan under which retirement is compulsory at 
age sixty-five.” 


“Directors hold office for one year and until new ones are | 


elected in their place. I do not know what the average age 
would be, but it probably would be about fifty-five.” 


“Directors are elected for one year, and until their succes- 
sors are duly qualified. But there has lately been almost no 
turnover in board personnel. The average age of our direc- 
tors is in the late fifties. We do not use a compulsory retire- 
ment plan, and, to date, we have never used cumulative voting 
in electing directors.” 


Mining and Quarrying: Outside Directors in Majority 


“Our by-laws provide for a board of not fewer than seven 
nor more than eleven persons. Our present board has nine 
members. Three of the directors are employees. There are 
no women on the board. The only committee is the executive 
committee, which consists of five members. We believe a 
nine-member board is the most desirable for our company.” 


Ue Ph hs 


“The directors are all elected annually. We do not have a 
compulsory retirement plan for directors. The average age 
of our directors is about fifty-five.” 

“We do not have any term directors. All seven of our direc- 
tors are proposed at the annual meeting each year and hold 
office until their successors are elected and qualified.” 

“The average age of our directors is about fifty-seven. We 
do not have any retirement program applicable to directors 


and therefore there is no compulsion that they retire at a 
given time. Our company is a Pennsylvania corporation and 
that state requires cumulative voting.” 


Nonferrous Metals: Extra Compensation for Commit- 
teemen 


“Fees of $200 are paid to each director for attending board 
meetings. Fees of $100 are paid for attending meetings of the 
executive committee and other special board committees. 
The outside and inside directors are treated alike as to fees. 
These payments have remained unchanged for many years, 
except that prior to 1949 the fee for board meetings was $100.” 


‘‘We pay our outside directors a monthly retainer fee of 
$100. This is paid whether they attend every meeting or 
not, since we consider there are many more things which the 
directors do for us than simply attend a meeting once a month. 
Inside directors do not receive a director’s fee. 


‘We also have a small permanent executive committee on 
which we rotate the rest of the members on a quarterly basis 
as temporary members. Fees for the temporary executive 
committee members are $100 a meeting; the regular members 
receive a monthly retainer of $100. 


“These fees compare with those paid in 1945 in that at that 
time they were only paid when meetings were attended. In 
1938, however, the fee for both the directors and executive 
committee were for actual attendance only, and on the basis 


of $20 a meeting.” 
* * * 


“Our directors are elected for one year and hold office until 
their successors are elected and qualify. The terms of office 
are not staggered to provide a continuity of management. 
The average age is fifty-eight. We have a retirement annuity 
plan which retires all salaried employees, including officers, 
at age sixty-five unless the board votes to retain any particular 
individual beyond that age. Each extension is limited to one 
year but can be considered at the end of that particular year 
for further extension. Cumulative voting is not permitted in 
electing our directors.” 


“Each year the shareholders reelect alternately twelve and 
thirteen directors to serve for the ensuing two years. Other- 
wise, there is no limit on the period of time during which a 
director may serve and there is no set policy for retiring them 
from service. Vacancies are generally filled by action of the 
board itself. The average age of our directors is approxi- 
mately sixty-two.” 


“Directors are reelected every year at the annual meeting. 
There is no staggering of terms. The ages of our directors 
vary from thirty-eight to sixty-one—the average age is fifty- 
six. There is no compulsory retirement plan. No cumulative 
voting is permitted in electing our directors.” 


- Office Equipment: Directors Needed Between Meetings 


“Our outside directors are paid $100 for each meeting 
attended. No fees or extra payments are made to inside direc- 
tors. Our directors are not paid an annual retainer. The pres- 
ent fees are $100 for each meeting. In 1938, the fee was $20, 
and in 1945 it was $50.” 


“We pay our directors a $50 fee for each regular meeting. 
These meetings are only held three times a year. All directors 
are called upon for certain special activities in-between meet- 
ings. In 1938, we were paying $20 a meeting, but raised it 
during the war.” 


February, 1950 


“We have seven directors on the board. Only one employee 
is a director of the company. There are no women on the 
board. We have an executive committee, consisting of four 
directors, and an executive personnel compensation commit- 
‘tee, consisting of three directors. These are the only three 
istanding committees that the board has. We believe that a 
‘board consisting of seven members, such as we have, is very 
‘desirable for this type of corporation.” 


“There are seven directors on our board, of whom two are 
‘employees. There are no women on the board. The only 
standing committee is the executive committee, consisting of 
‘five board members, including our president as a member ex- 
officio. The principal function of this committee is to set the 
salary of the officers of the company, but it may have other 
‘duties as assigned by the board. A board membership of 
seven persons seems to work out very well—in fact better 
than a membership of five, which we had for a long time.” 
“We have nine directors, three of whom are paid employees. 
There are no women on the board. Our company is rather 
small and I feel that our board of directors is somewhat too 
large. On the other hand, all were picked for reasons which 
we felt would be advantageous to the company.” 


“We have five directors, of whom only one is an employee. 
There are no women directors. I definitely feel that five is an 
adequate number for a company of our size, since we have 
an executive committee which meets every two weeks and 
makes decisions on any pertinent problems regarding the 
immediate operations of our company.” 


* * * 


“A director holds office for one year or until his successor 
is elected and qualified. The term of office is not staggered. 
The average age of directors is sixty-one and a half years. 
We do not use a compulsory retirement plan.” 


“Each of our directors is elected for one year at the annual 
meeting. The average age of our directors is approximately 
fifty years. Our by-laws provide for cumulative voting in 
electing directors.” 


Railroad Equipment: Term of Office Staggered 


“Outside directors are paid a fee of $250 for each meeting 
attended. No fees or extra payments are made to inside 
directors as recognition of their directorship responsibility.” 


“We have twelve directors on our board, four of whom are 
paid employees. There are no women on our board. We have 
no committees within our board. We believe that the present 
size and composition of the board represents the most desir- 
able for our company.” 

“Our directors hold office for three years, with the terms 
staggered to provide for continuity of management. The 
average age of our directors is approximately sixty-eight. No 
compulsory retirement plan is used. Cumulative voting is 
not permitted.” 

“Directors hold office for a period of three years or until 
their successors are elected and qualified. The directors are 
divided into three classes of four each, the directors of one 
class being elected each year. We do not use a compulsory 
retirement plan. Cumulative voting is not permitted.” 


Steel: Three-year Term of Office 


“Our outside directors are paid $100 plus expenses for each 
board meeting attended; $300 a month for their services on 
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various board committees and conferences plus expenses. 
Our inside directors are paid $100 for each meeting attended. 
There is no retainer fee. 


“Tn 1938 and 1945, outside directors received $50 for each 
meeting attended, except that the outside directors on the 
executive committee each received $5,000 a year.” 


“Nonemployee directors are paid $100 as fees for attend- 
ing meetings together with the expenses of assembling. They 
are paid no fee in the case of absence. Employee directors 
are paid no fees or extra remuneration. No directors are paid 
an annual fee or a retainer. The fees are the same as paid in 
1945 and I believe they are the same as were paid in 1938.” 


“In 1938, our directors were paid a fee of $100 a meeting, 
but about 1943 this was changed to an annual retainer basis 
of $5,000 a year. These payments apply only to outside 
directors, as no extra payments are made to inside directors.” 


* * * 


““We have a board consisting of nine directors. Six of these 
members are employees and two are employees of two of our 
subsidiary companies. In addition our general counsel is a 
member. There are no women on our board. We have an 
executive committee consisting of not more than five and not 
fewer than three, all of whom are members of the board. Their 
functions is to handle all matters that arise between board 
meetings. This committee meets Tuesday and Friday morn- 


ings every week.” 
* * * 


“Each director is elected for a term of one year. The aver- 
age age of the present eleven directors is sixty-seven. The 
company does not have any compulsory retirement plan for 
directors as such. 


“Under state law, the company is required to permit cumu- 
lative voting in electing directors.” 


“Our directors are elected for three-year terms (five each 
year) to provide for continuity of management. The average 
age of our directors is fifty-seven. We have a compulsory 
retirement plan, but have, from time to time, made excep- 
tions in the case of some directors. We have no provision for 
cumulative voting.” 

“‘A director holds office for three years. The terms of office 
are staggered, with four directors elected a year. I do not 
know if this was established in 1900 to provide continuity 
of management. There is no compulsory retirement plan for 
directors. Cumulative voting is not used in electing directors.” 


“Our board of nine directors is divided into three classes, 
each class consisting of three directors elected for a term of 
three years, the term of each class expiring in different years. 
New members are selected by our board to serve for a period 
of three years. The average age of our directors is fifty-two 
years. We have a noncontributory, noncompulsory pension 
plan administered by the company. Each employee is allowed 
one point for years of age and one point for years of service. 
He must have a total of 85 points before retirement is allowed. 
Where a director is an employee, he will come under this plan. 
In voting for directors, shareholders are unconditionally 
entitled to accumulate their vote.” 

‘We have found a great advantage in having what we term 
working directors, since they are much more familiar with 
operating and carrying on the business.” 

“Our directors hold office for a period of three years. Their 
terms of office are staggered to provide for continuity of man- 
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agement. The average age of our directors is approximately 
sixty. Cumulative voting is permitted in electing our directors. 
We have no compulsory retirement plan.” 


Building Materials and Supplies: Committees Within 
the Board 


“The regular fee of $100 is paid to both inside and outside 
directors who attend the meeting. No fee is paid to those who 
do not attend. No additional fees or extra payments are made 
to inside directors as recognition for their directors’ respon- 
sibilities. No annual retainer fee is paid to any director for 
his services as such. The directors’ fee was changed on 
December 19, 1945, from $50 to $100 a meeting.” 


“The fee for our outside directors is $75 plus traveling 
expenses for each meeting. Regular meetings are held each 
month—special meetings very rarely. No annual retainers 
are paid, and no fees or extra payments to inside directors. 
In 1945 and 1938, our fees for directors were $50 for each 


meeting.” 
* * * 


“There are ten directors who comprise the board of this 
corporation, two of whom are full-time employees of this 
company. A third, the chairman of the executive committee, 
is a part-time employee. There are no women among the 
directors of this corporation. The executive committee, com- 
posed of four members of the board, is the only standing 
committee.” 


“Our board consists of nine directors, six of whom are 
employees. We have an executive committee and a salary 
committee to recommend salaries for elected officers. The 
size and composition of the board is about as it should be.” 

“We have had but nine directors for more than twenty 
years and have found that number satisfactory for our opera- 
tions. Because of the type of business we do, we find it very 


satisfactory to have one or two members who are experienced _ 


in mining and manufacturing, one who is an expert in cor- 
porate and business law and one or two who are experts in 
finance and taxes. The directors have always been males.”’ 


“Tn addition to the board, we have an executive committee 
consisting of the chairman and four outside directors, an 
audit committee consisting solely of four outside directors, 
a retirement committee consisting of the chairman, the vice 
president for finance, and three outside directors and a profit- 
sharing fund committee, consisting of the chairman and four 
outside directors. The chairman happens to be on the latter 


committee because he does not share in the profit-sharing 
fund.” 


OTHER MANUFACTURES 


Chemicals: Fees Increased 


“Members of our board are paid $50 for each meeting 
attended. No other remuneration is paid to directors for dis- 
charge of their responsibilities. In 1945, $50 was paid for 
each meeting attended; in 1938, $20 was paid.” 

“Our outside directors are paid $1,000 a year, as a so-called 
retainer fee. If an outside director is also a member of the 
executive committee of the board of directors he is paid 
$2,500 a year. Payments are made monthly. No extra pay- 
ments are made to inside directors as recognition for their 
directorship responsibilities. A fee of $100 is paid to each 
director, whether inside or outside, for attendance at each 
meeting of the board or its executive committee. Fees paid 


in 1945 were at the rate of $50 per meeting, with retainer 
fees at the rate of $1,000 a year paid to outside directors.” 


“This is a small, closed corporation and we do not pay fees 
to directors. We have only one outside director, who is our 
auditor, and who acts as a director without any fee other than 
that included in his auditing work.” 

“Outside directors are paid $500 each year. Those who 
reside elsewhere than at the head office location of the com- 
pany are paid, in addition, $50 per meeting for traveling 
expenses. The directors’ fees are paid at the rate of $125 per 
quarter. No extra payments are made to inside directors.” 


“Our directors are paid a fee of $50 for each meeting at- 
tended. This fee is paid to each director in attendance, regard- 
less of whether or not he is a company officer. Directors who 
are not company officers are paid a retainer of $25 per month, 
regardless of the number of meetings attended. If the indi- 
viduals are not residents of the plant town, a generous sum 
to cover traveling expenses to and from meetings is paid them 
in addition. These fees are the same as were paid in 1945, 
but in 1938 we paid only a $10 fee and no retainer to outside 
directors.” 


“We divide our directors into three classifications: 
1—Members who are officers of the company. No fee. 


2—Nonresident members not officers of the company. 
A fee of $50 per directors’ meeting, plus expenses. 


3—Resident members not officers of the company. A fixed 
fee of $300 annually. 


No directors’ fees were paid prior to January, 1948.” 


Food Products: Reimbursement for Travel 


“Our outside and inside directors are paid a fee for attend- 
ing meetings. All directors receive the same fee which is 
only for attendance, not a retainer. There has been no change 
in the fee since 1938. We believe that was the time we in- 
augurated our present practice.” 


“Until recently all directors, whether inside or outside, 
were paid a fee of $50 a piece for each meeting attended. On 
November 15, this was changed so that our outside directors 
who leave their business, and who may come from many 
miles away, are compensated at the rate of $250 a meeting.” 


“Our directorate consists of eleven members, and fees of 
$25 per monthly meeting are paid to outside members. No 
fees or extra payments are made to inside directors as a recog- 
nition of the directorship responsibility. Fees are paid only 
for meetings actually attended.” i 


“Two directors out of our eleven are not employees of the 
company. One of these receives $3,000, the other $2,000 a 
year. Directors are not paid for each meeting attended. The 
salary of the two directors mentioned has not been changed 
since 1938.” 


“We pay each of our outside directors (one who is not 
receiving a salary from the corporation or any subsidiary, 
in any capacity) $150 for his attendance at each meeting 
of the board and also for each meeting of any board commit- 
tee of which he is a member. 

“Each of our inside directors (one who is receiving a salary 
from the corporation or any subsidiary) receives $20 for his 
attendance at each meeting of the board, and of the executive 
and operating committees, if he is a member of either. The 
fees referred to are in addition to reimbursement for traveling 
expenses. 
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“These fees are the same as those paid in 1945. However, 
in 1938 the attendance fees were $20 to each director (whether 
_ salaried or nonsalaried). The attendance fee to outside direc- 
tors was increased to $150 in 1942.” 


ee . . . . . . 
No fees are paid either to outside directors or inside 
directors.” 


“We have no outside directors and pay no fees for meetings 
to any of our directors. We have never paid fees.” 


“No fees are paid to our outside directors; they have been 
company attorneys and are paid for their time.” 


ee ae 


“There are presently twenty directors on the corporations’ 
board. Of these, fourteen are full-time paid employees of the 
. corporation or subsidiaries (five of the corporation, nine of 
subsidiaries). We have the following committees within the 
_ board: executive, salary, employees’ share purchase plan 
- committee and the committee to recommend independent 
- auditors for appointment by the board. 


“Our management has believed that the most desirable 
size for a board of a company like ours is twenty or fewer, 
composed of some persons who have had broad, general expe- 
rience in various fields of business and others who also have 
had broad experience in the corporation’s business and direct 
knowledge of its operations.” 


“There are five directors. Two of them are full-time paid 
employees. There are no women on our board. The number 
five seems to make it possible for us to always have a quorum 
for meetings and action. We have two from inside the organ- 
ization, and seem to have no difficulty obtaining one more 


from the outside.” 
a 


“Directors are elected by the stockholders by a plurality 
vote at the annual meeting. They hold office for one year, 
and until others are elected and qualified in their stead. The 
_ terms of their office are not staggered. The average age of our 
directors is fifty-eight years. Our company has in force an 
employees’ retirement plan which covers those directors who 
are employees. This contains a provision for compulsory 
retirement of employees at age sixty-five, but it would not 
have any bearing on a directorship. Cumulative voting is not 
employed in the election of our directors.” 


“Directors are elected or reelected annually. The average 
age is approximately fifty-five. There is no compulsory retire- 
ment plan for directors, although the company itself has a 
pension plan calling for automatic retirement at age sixty- 
five.” 


Leather and Products: Full-time Directors 


“We do not pay any fees to either outside or inside direc- 
tors, nor do we pay an annual retainer fee.” 


“All our directors are operating men. We pay them $20 for 
each meeting. We paid no fee in 1938, but the $20 was paid 
in 1945.” 


* * * 

“We have seven directors—all full-time, paid employees 
of the company. There are no women on our board. We have 
no committees. We recommend a board of either seven or 
nine directors for a company like ours.” 

“We have ten directors. All are full-time, paid employees 
of the company. There are no women on the board. We have 
an executive committee composed of six board members. As 


1 


our directors are key operating men we have frequent, in- 
formal meetings on manufacturing, purchasing, distribution 
and finance.” 


Paper and Products: Changing Concept of Directorate 


“Our directors are paid an annual fee of $1,000. This is 
paid only to directors who are not full-time employees. 
Such outside directors have been paid an annual fee of $1,000 
since 1910. The fee is paid regardless of whether the director 
attends any meetings during the year. A proposal is being 
considered to pay such outside directors an additional fee of 
$100 for each meeting of the board attended.” 

“A resolution, several years ago, authorized the corpora- 
tion to reimburse each director on the basis of $25 per meet- 
ing, but this fee has been paid on only one or two occasions; 
hence we maintain no recognized reimbursement plan.” 


“To outside directors we pay a fee of $100 per meeting, 
plus travel expenses. No fees or extra payments are made to 
inside directors. The present fees are the same as those paid 
in 1945, but in 1938 the fee was $20.” 


* * * 


‘There are thirteen directors on our board. Eight of them 
are full-time employees. There are no women directors and 
no committees of directors.” 

“We have thirteen directors on the board, of whom nine 
are full-time paid employees of the company and two are 
retired officers who hold or represent substantial interests in 
the company. Only two therefore are, in the broad sense, 
outside directors. There are no women on the board and the 
only committee exclusively from the board is an executive 
committee, consisting of the six top officers who have all of 
the powers of the board when it is not in session, except for 
the power to amend the by-laws.” 

* * * 


“We have eleven directors on the board; six are full-time 
employees of the company. There are no women on the board. 
We have a management committee. There are several sub- 
committees dealing with various financial matters and other 
lines of endeavor. 

“We think that eleven directors are enough to make up the 
directorate of the company and particularly if they are geo- 
graphically located so as to insure reasonably full attendance 
at all meetings.” 


tay, ite id 


“Directors hold office for one year or until their successors 
are elected and qualify. Terms of office have not been stag- 
gered, although the effect of the policy has been continuity.” 


“Directors are elected for one year and until their succes- 
sors are elected. There is no staggered term. The average 
age is sixty-two years. We have no compulsory retirement 
plan and cumulative voting is permitted under our state laws 
but has not been used in our company to this time.” 


“Tt seems to us that the composition and character of a 
board of directors is now in a state of change, and many com- 
panies, of which ours is one, are in more or less of a transition 
period, with no clear-cut policy. In the old days, directors 
were strictly representatives of owners and usually substan- 
tial owners themselves. Their services as members of boards 
of directors were to protect their own interest and the interest 
of the stockholders who had delegated the responsibility to 
them. They did not serve functionally in the operation of the 
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company, but merely to check the performance of the man- 
agement to whom they in turn had delegated this respon- 
sibility. 


Petroleum: Officer-directors Favored 


“No fees are paid to outside directors for their services 
nor are any extra payments made to inside directors for their 
services as directors. No retainer fees are paid, nor are there 
any payments for the attendance at meetings.” 


“At the present time our outside directors receive a fee 
based on an annual rate of $2,500, payable monthly during 
tenure of office. In addition, directors are reimbursed for 
actual out-of-pocket expenses incurred in attending meetings 
—this would apply to our four directors living outside the 
area, and to all directors when the meetings are held elsewhere 
than in the head offices. No fees are paid to inside directors, 
although they do, of course, receive their salaries as officers. 
In 1945, the directors received $150 plus out-of-pocket ex- 
penses for attending each meeting; in 1938, the fee was $50 
for each meeting plus out-of-pocket expenses. 


“With respect to the change from fees based on attendance 
to an annual fee, the executive management felt that attend- 
ance of itself was not necessarily an appropriate measure of 
responsibility. Directors are working in the company’s inter- 
ests and thinking of its affairs on many occasions other than 
at a meeting. It will probably interest you to know that since 
the change was made, attendance has actually improved.” 

“All of our directors are paid on a salary basis. We do not 
pay fees or make extra payments to any of our directors as 
recognition for their directorship responsibilities.” 


* * * 
“We have seven directors on our board, six of whom are 


full-time paid employees of the company. There are no women 
on our board. There are no committees within our board.” 


“Our board of directors consists of twelve members, ten ~ 


of whom are employees of the company. We have no women 
on our board. We feel that the size and composition of our 
board is well suited to the present needs of our company.” 


* * * 


“This company’s directorate has accepted the view that its 
responsibilities include both technical understanding of the 
oil business and full discharge of the fiduciary obligation to all 
stockholders. The extent of their responsibility and their 
concept of how it should be discharged requires the directors 
of the company to devote full time to their jobs. Whether a 
company is managed by a full-time or a part-time directorate, 
the prime essential would appear to be that such directorate 
be competent and have integrity and vision. 


“Our management’s recommendations to stockholders re- 
garding candidates for election as directors have always been 
based on the above considerations. It is customary for years 
of observation and appraisal of a candidate’s qualifications 
to precede his nomination. It might further be stated that 
full thought and consideration are given to the availability 
of outsiders and women.” 


Textiles and Products: Former Executives Lend Con- 
tinuity to Board Operations 


“No fees are paid to directors either for meetings or for 
annual services.” 


“No fees are paid to outside directors or inside directors. 
No directors are paid an annual retainer except that a member 
of our corporate legal firm is a director, though we pay no 
retainer to him or to his firm.” 


“We pay a fee of $100 per meeting attended to all directors, 
whether outside or inside. This is an increase, made about 
1935, from $25.” 


“Our outside directors are paid $250 for each meeting 
attended. Inside directors receive $20 for each meeting at- 
tended. Prior to 1947, outside directors also received $20: 
for each meeting attended.” 


* * * 


“There are seven directors, of whom five are employees. 
There are no women members. We have an executive com- 
mittee only.” 

“Our board is made up of eight directors. All are employees 
of the company except our lawyer. There are currently no 
women on our board. We have no active committees within 
our board, although officers and directors who are also active 
operating executives make up, in effect, an executive commit- 
tee of the board. We have no inflexible views as to size and 
composition, but experience indicates that the present size: 
and composition of our board is effective for our company.” 


“We have nine directors, only two of whom are employees 
of the company. We have no women, nor any committees. 
We are inclined to the view that a board of about this size 
(it might possibly be a little larger) is right for our company, 
and we are inclined also to the view that the majority of the 
directors should be outside directors.” 


“‘We have nine directors on our board, of whom five are 
employees. There are no women on the board. The only com- 
mittee is the executive committee, consisting of the five active 
employees. We think a board of directors should consist of 
active employees in responsible executive positions, the num- 
ber depending upon how many subdivisions of the business 
may be headed up by policy-making executives. We think 
it is helpful to have a few former executives to serve on the 
board to preserve continuity of management and also to have 
a few outsiders who can contribute from their experience in 
other industry or finance. We do not believe a board should 
have more than fifteen members.” 


* * * 


“Directors are elected annually but changes have been 
made in recent years only for death or retirement. The aver- 
age age of the directors is about fifty. There is no compulsory 
retirement plan. Cumulative voting is a statutory right in 
the state if formal notice is filed in advance of a meeting. This. 
right has not been exercised in the history of the company.” 


“Our directors hold office for indefinite rather than fixed 


_ periods. Terms of office are not staggered. The average age 


of our directors is approximately sixty. We do not have a 
compulsory retirement plan for directors. We do not have 
cumulative voting.” 


“Our inside directors are elected annually. The outside 
directors retain office at the pleasure of the management, but 
we have never had occasion to replace any director. The aver- 
age age of the inside directors is fifty-six; of the outside 
directors, sixty-seven. We do not have a compulsory retire- 
ment plan, but in general the inside officers retire at about 
sixty, and we are considering the retirement of outside direc- 
tors at about seventy. We do not have cumulative voting.’” 
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